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Discover 


a 


Solid 


World leader... 


For two decades, world uranium consumption has 
exceeded mine production by wide margins. Inventories 
and other sources are running low. Uranium prices have 
increased dramatically over the past two years, as markets 
react to tightening supply. As the world’s largest low-cost 


uranium producer, Cameco is ideally positioned to deliver 


solid financial results — well into the future. 


meco 


Strategic 


Our planet needs nuclear... 


World demand for electricity is putting stress on current 
supply. Nuclear energy is a clean, reliable and cost- 
competitive way to generate large amounts of electricity 

— without releasing billions of tonnes of carbon dioxide 
and other pollutants into the atmosphere. In addition to — 
uranium mining, Cameco is also involved in uranium 
conversion and in the generation of clean electricity. 

We bring the full benefit of uranium’s incredible energy 
potential to our shareholders. 


Superior 


Growth opportunities... 


For a solid nuclear investment, Cameco is the clear choice. 
Our high-quality uranium mining, processing and nuclear 


generation assets position us to deliver strong earnings 
and cash flow. Our vision for nuclear growth is powered 
by a solid balance sheet, and guided by financial discipline 
and a commitment to sustainable development. We will 
deliver on the potential promise of nuclear energy to 

our shareholders. 
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Our Profile 


SG with its head office hoa 


The contains competitive position 1S oe on its” 
controlling ownership of the world’s largest high-grad 
reserves and low-cost operations. Cameco’s uranium 
products are used to generate clean: electricity i i 
nuclear power plants around the world, including 
Ontario where the company is a partnerin North = 
America’s largest nuclear electricity generating facility. — 
The company also explores for uranium in North 
America and Australia, while holding a majority interest 
in a mid-tier gold company. Cameco’s shares trade on 
the Toronto and New York stock exchanges. 
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Looking for sound 
governance? 


LETTER FROM THE CHAIR 


| “We are convinced that nuclear’s ability 
to generate clean, reliable and cost- 
competitive electricity holds tremendous 
_ potential for Cameco’s shareholders.” 


Those who share our confidence in 
nuclear energy were rewarded in 2004. 
Rising uranium prices helped drive 

our share price up 68% during the year. 
In the last few months we completed 

a three-for-one stock split and increased 
the dividend by 20%. These initiatives 
reflect the board’s confidence in 
management’s plans to continue to 
grow as a nuclear energy company 

for the benefit of our shareholders. 


Why invest in nuclear? The world needs 
nuclear energy if it is to continue to 
grow and develop as it has over the past 
decade. Cameco has the tools and the 
strategy to grow and diversify within 
the nuclear industry. The board of 
directors, in its governance role, 
participates in the development of this 
strategy and is confident it will benefit 
our shareholders in the future as it has 
in the past. 


Governance is strengthened 


As this growth strategy unfolds, the 
board of directors continues to review 
and enhance Cameco’s governance 
practices. In the Globe and Mail’s 
annual survey, which ranks Canadian 
public companies based on governance 
standards, Cameco placed in the top 
10%. In 2004, the board continued this 
direction with further initiatives. 
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Monthly Share Price® 
(TSX $/share) 


Cameco's share price more than 
doubled in 2004. 

0S) 0) (Seen eee eae ee ee eer ae eee 7 
TG) entree secrete 

3 0) [eee Renee 


o—= 


‘iQ cei Besant ees Bt ten tapos eet hace sae 


0 
JP METS IME SEE A S(O INE ID) 


“Data has been adjusted to reflect a three- 
for-one stock split on December 31, 2004. 


To reflect the importance of strategic 
growth to Cameco, we decided to 
broaden the discussion to include the 
entire board and eliminate the strategic 
planning committee of the board. We 
also added two annual special meetings 
in addition to the one currently held to 
specifically focus on planning and 
strategic issues. 


A new reserve oversight committee has 
also been formed to review and monitor 
the quality and reporting of Cameco’s 
reserve base. These assets are the 
foundation of the company and 
fundamental to its success. 


Managing risk is another critical focus - 
of the board. In 2004, management 
implemented an enterprise risk 
management system that includes 
quarterly reporting to the nominating, 
corporate governance and risk 
committee, as well as annual reporting 
to the board. This allows for a more 
thorough review of the principal 
business risks facing Cameco, including 
programs to mitigate those risks, 

and provides a platform to further 
improve the company’s risk 
management systems. 


The board also initiated a more 
formal training program for new 
directors. It was rolled out in early 
2004 as management and industry 
experts provided presentations on 
aspects of Cameco’s businesses and 
business environments. 


Board update 


I would like to pass on my best wishes 
to Joe Colvin who retired as president 
and CEO of the Washington-based 
Nuclear Energy Institute in February 
2005, and Harry Cook who is retiring as 
Chief of the Lac La Ronge Indian Band 
in northern Saskatchewan at the end of 
March 2005. I am pleased that Mr. Colvin 
and Mr. Cook are prepared to continue 
to serve as board members. In addition, 
all the members of Cameco’s board have 
agreed to let their names stand for 
election for another year. 


Nuclear offers opportunity 


Cameco’s businesses are run well and 
the company’s business environment is 
favourable. The board believes Cameco 
is well positioned to capitalize on a 
positive future for the nuclear industry 
and will continue to work on your 
behalf to ensure this promise is realized. 


Nuclear energy provides great potential 
as a clean, reliable and cost-competitive 
source of baseload electricity. It offers 
an increasingly compelling solution 

in a world concerned about energy 
security, air pollution and greenhouse 
gas emissions. 


Global demand for electricity is forecast 


to triple by 2050. Additional nuclear 
capacity must be included in any 
rational plan to meet this demand. 


Today, 10 countries are affirming their 
confidence in the nuclear option by 
building a total of 29 new reactors. 
China alone plans to quadruple its 
nuclear capacity by 2020 and India 
will do likewise. Other countries like 
the US and France are preparing the 
path for a new generation of reactors. 
These new reactors bring standardized 
designs that are simpler, more fuel 
efficient, inherently safer and have a 
longer life expectancy, which means 
nuclear energy will be cost competitive 
with other baseload sources. 


This offers a great opportunity for 
Cameco. Our positioning in uranium 
mining, processing and electricity 
generation allows us to anticipate 
emerging opportunities. And our high- 
quality assets and conservative balance 
sheet give us the strength to take 
advantage of them. 


Victor J. Zaleschuk 
Chair 


March 15, 2005 
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Cameco has a solid platform for expanding its nuclear generation business through a 31.6% 
share of the Bruce Power partnership, which operates six reactors in Ontario with capacity to 
meet 20% of the province's electricity needs. 


estments we 


jith whom we interact. We inspire trust 


Looking for a quality 
nuclear investment? 


MESSAGE TO SHAREHOLDERS 


Cameco’s 2004 performance 
demonstrates what a quality nuclear 
investment is all about, with every 

key aspect of our business — safety, 
operational, financial and share price — 
achieving solid and successful results. 


In any business, success depends on 
vision, perseverance and timing. 
Cameco’s success today is built upon 
initiatives taken over the past decade 
and more: 


* development of the world’s largest 
high-grade uranium mine at 
McArthur River, 


* acquisition of in situ leach mining 
expertise and properties in the US, 
the largest market for uranium in 
the world, 


* purchase of 31.6% of Bruce Power, 
the largest nuclear generating facility 
in North America, and 


* creation of a dynamic gold company 
operating in the heart of Central Asia, 
one of the most exciting gold regions 
in the world. 


Focusing on the immediate past and 
near-term future is easy for most 
companies. But where will the good 
news come from five or 10 years from 
now? Successfully answering that 
question is the key to long-term success. 


Cameco believes it has the answer. 


In uranium mining, we are proceeding 
with the Cigar Lake project in 
Saskatchewan, the Inkai Joint Venture 
in Kazakhstan, and we plan to increase 
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production at McArthur River and in 
the US. Exploration is receiving more 


attention and extending the life of 
Rabbit Lake. We plan to be a much larger 
producer of uranium in the future, with 
a rising market share. The fact that 
Cameco controls the timing of more 
than 60% of the identified new 
production bodes well for our position 
in the industry. And we continue to 
look for opportunities to further build 
our base of uranium reserves through 
increased exploration and/or 
acquisitions. We will continue to build 


upon our solid relationships with 
our customers through long-term 
contracting. 


In conversion services, we plan to 
increase production to help meet 

the current UF¢ supply pressures. 

We are also seeking to supply the new 
fuel that Bruce Power needs for its units. 


We continue to look for opportunities 
to grow in all aspects of the nuclear fuel 
cycle as part of our vision to add value. 


Our gold assets have been restructured 
into a new public company, Centerra 
Gold Inc., which has the resources, 
expertise and market position to expand 
and prosper. Aggressive exploration and 
focused acquisition programs are 

under way. 


In nuclear generation, Cameco and its 
partners are involved in negotiations to 
restart two additional units at Bruce 
Power as well as examining the potential 


of refurbishing the Point Lepreau reactor 


in New Brunswick. We are also actively 
pursuing other growth opportunities. 


Cameco’s vision to be a dominant 
nuclear energy company is neither short 


term nor simple. But because the nuclear 


business demands it, we have developed 
a disciplined, long-term strategic 
orientation. And with the rediscovery of 
nuclear energy, the timing is right. We 
believe the Cameco we are shaping today 
will lead to a whole new level of success 
tomorrow that will continue to yield 
solid value for our shareholders. 


Pes TS. 


Ten Tough Questions 


1. Uranium prices have risen steeply. 
Why is there a delay in the impact on 
earnings? 

Remember, 80% to 90% of uranium 
purchased annually is sold under long- 
term contracts with utility users. Prices 


under these contracts are either fixed at _ 


the time of signing or determined at the 
time of delivery by reference to the 
then-current market price, often with 

a price cap or ceiling. In the recent 
decades-long buyers’ market, fierce 
competition resulted in low fixed prices 
and low ceiling price protection under 
spot market related contracts. 


Uranium buyers prefer to have their 
supply contracts in place several years 
before the first delivery. Once deliveries 
commence, the remaining term for 
deliveries has averaged three to four 
years. Thus, the total contract duration 
has typically been about five years from 
the time of signing. While uranium 
prices were low, Cameco made a 
conscious effort to keep the length of its 
contracts as short as possible, wishing 
to benefit from the long-anticipated 
price increase. Prices began their 
dramatic increase two years ago and, 
while contracts being written today are 
capturing these price increases, Cameco 
has been delivering into contracts 
entered into when prices were much 
lower and terms less favourable. This 
delay in price realization will continue 
for several more years with diminishing 
effect, as about 25% to 30% of our 
contracts expire annually and are 
replaced by new contracts with more 
favourable terms including price. 
Compounding the delay in price 
realization is the decrease in the value 
of the US dollar against the Canadian 
dollar. At the 2004 annual average 
$Cdn/$US exchange rate of $1.3015, 
only 77% of the uranium price increase 
found its way to Cameco revenue. 
Currency hedging reduces this effect 

in the short term, but cannot in the 
longer term. 


The structure of the uranium market 
differs greatly from precious and base 


Net Earnings 

($ Per Share — Diluted)” 

Earnings per share increased 28% 
during 2004 based on strong results 
in all of Cameco’s businesses. 


metals. Uranium price increases work 
their way into results over time, but 
given the shift in market power to 

the seller, the same uranium market 
structure will protect Cameco revenue 
for a long time to come. 


2:What’s preventing uranium prices 
from reaching $100 (US) a pound as 
some analysts have speculated? What 
could drive prices down? 


2002 2003 2004 


In the past year prices have increased 
by more than 60%, leading some to 
speculate that the trend will continue. 


“Data has been adjusted to reflect a three- 
for-one stock split on December 31, 2004. 


Highlights 
2004 2003 Change 
Financial 
($ millions except per share amounts) 
Revenue 7 1,048 827 27% 


Cash provided by operations i PAB 250 (9%) 
~ Cash flow per share e383 1.48 (10%) 
Ad Oe 
Average uranium spot price for 
the year (SUSMBU308) smn LeeO Ate Sec 61%" 
Average realized uranium price for the year 
io SUS/Ib U308 17% 


Average realized electricity price (S/MWh) 7 4B (26) 
Average spot market gold price for 

cathe period QUS/OUN CE) ssn ie adders Se. ees 13% | 
Average realized gold price for 

__ the period (SUS/ounce) eee a oe 19% | 
Weighted average number of paid 

common shares (MilIOMS) EZ TA  NOBA 2% 

Net debt to capitalization = «13% 22% (1% 

Production (Cameco’s share) 

Uranium concentrates (million Ibs U308) 0 205 TBS 11% 

Uranium conversion (UFs and UO,) (million kgU) 9.5 133 (29%) 
Electricity generation (terawatt hours) i os hl tle lad 
Gold (thousand ounces) 641 226 184% 


“2004 excludes a net gain of $94 million ($0.55 per share) related to Centerra restructuring transactions. 
2003 excludes a non-recurring tax adjustment of $81 million ($0.48 per share). 


Notes: All dollar amounts expressed in Canadian dollars unless otherwise noted. 
Data has been adjusted to reflect a three-for-one stock split on December 31, 2004. 
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“Cameco is taking bold steps to 
increase uranium production 
by enhancing existing 
operations and through 
aggressive exploration.” 


As a matter of policy we do not provide 
price forecasts, but it is clear that the 
market has anticipated the day when 
excess or non-strategic inventories will 
be exhausted. I say, “will be” because 
excess inventories still exist, but at a 
time of rising prices, sellers tend to 
hold and buyers re-evaluate inventory 
policies until a new price equilibrium 

is found. Today the industry is weighing 
all of the changed supply and demand 
assumptions in an effort to answer 

this question. 


Uranium is an abundant element. There 
is no shortage in the world, only a 
shortage of economic deposits due to 
the absence of meaningful exploration 
during the last two decades of depressed 
prices. Price spikes are possible given 
new project lead times, but in the longer 
term, there should be plenty of uranium 
available at prices reasonable for both 
consumers and producers. 


As to the second part of the question, 
any liquidation of large amounts of 
excess inventory could weaken prices. 
While unlikely, this is not impossible, 

as there remain inventories for strategic 
purpose that could always be reclassified 
as excess. Such inventories are largely in 
the hands of the Russian and US 


6 Cameco Annual Report 2004 


Located in Blind River Ontario, the Blind River refinery produces the intermediate product UO3, 
which is shipped to Cameco’'s Port Hope conversion facility in “tote bins” for further processing. 
The operation is the world’s largest commercial refinery and receives uranium ore concentrates 
from mines around the world including Canada, Australia and the US. 


governments. However, Cameco does 
not see a serious long-term risk to 
uranium prices for a variety of reasons 
that include the maintenance of 
enrichment capacity and the limited 
availability of blending capacity. Short- 
term volatility is to be expected, but 
the tremendous imbalance between 
uranium consumption and production 
puts market fundamentals clearly on the 
side of stronger uranium prices. 


3. If you believe the uranium market is 
so much stronger, why not sell 
everything into the spot market? 


It is tempting to come to this conclusion 
given the strength of today’s uranium 
prices. However, the spot market only 
constitutes about 10% to 20% of the 
total amount of uranium consumed each 
year. Selling substantially all of Cameco’s 
uranium into this market would depress 
prices until the structure of the market 
adjusted to such a shift in contracting 
strategy, if it ever did. I believe utilities 
will continue to prefer longer-term 


contracts with secure suppliers, given 
the need for the product and the 
consequences of not having adequate 
supplies. Therefore, a shift in Cameco 
contracting strategy would not likely 
change the market structure and would 
carry enormous risk in the short and 
long term. 


4.Do you see any opportunities to be 
more aggressive in increasing uranium 
production? 


We believe we are being more aggressive 
with the announcement at year end of 
Cigar Lake’s construction, which 
followed our earlier commitment to 
develop the Inkai project in Kazakhstan. 
Together, these projects will, at full 
capacity, provide about 12 million 
pounds per year to Cameco. In response 
to the changed market conditions, we 
are proceeding with development at 
Cigar Lake and have doubled the design 
capacity of Inkai. We also intend to 
increase annual production capacity 
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program at all of its opera 


at McArthur River by about 18% and 
double our ISL production in the US 
over the next few years. And, hopefully, 
an aggressive exploration program 
around the Eagle Point mine in 
Saskatchewan will extend the mine life 
several more years at a production rate 
of about 5 million pounds per year. In 
addition, we plan to expand our regional 
and global exploration programs. 
Unfortunately, all of these efforts take 
time either due to regulatory constraints 
or construction schedules. We believe 
the strengthened uranium price is here 
to stay and our efforts to increase 
production will pay substantial 
dividends, without posing a threat 

to market recovery. 


5. Given the history of Canadian 
nuclear projects going substantially 
over budget, what confidence should 
investors have that this would change 
with Cameco’s contemplated 
investments in a potential restart 

of Bruce 1 and 2 in Ontario or the 
refurbishment of Point Lepreau in 
New Brunswick? 


elie NAtAncampiccanoah bit tal 
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You're correct when you say that the 
experience has not been all that good. 
However, Bruce Power completed the 
planned refurbishment of the four B 
units substantially on budget and on 
time and benefited greatly from the 
lessons learned in restarting units 3 
and 4 of the A plant. If we proceed with 
the restart of the two A units and/or 
Point Lepreau, this experience should 
mitigate the risk of technical surprises 
and cost overruns. 


Actually, the refurbishment of units 1 
and 2 is technically more defined than 
the work completed at units 3 and 4, 
since all of the major components 
(steam generators, pressure tubes, fuel 
channels, etc.) will be replaced. Bruce 
Power has been working with the 
industry’s most qualified contractors 
for the past 12 months to fully scope the 
refurbishment and allocate cost overrun 
risks among the various contractors and 
Bruce Power. Nevertheless, any 
refurbishment of these units would be a 
major undertaking requiring significant 
investment on the part of the Bruce 


Power partners. If we decide to proceed, 
project risks will also have to be 
mitigated by agreements with the 
Ontario and New Brunswick 
governments and plant owners. 


6. How can Cameco make a decent 
return in the ever-evolving Ontario 
energy environment? 

This is one of the greatest challenges 
facing Cameco and its partners in Bruce 
Power. Cameco entered into the Bruce 
partnership in 2001 with the expectation 
that the electricity market would be fully 
deregulated. This expectation was met 
in May of 2002, but shortly thereafter 
the Ontario Conservative government 
re-regulated the retail side of the market 
— leaving the wholesale side ostensibly 
deregulated, but much smaller and 
dominated by a government-owned 
utility. Less than one year later, the 
market changed again with the election 
of the provincial Liberal government 
and, more recently, has been redesigned 
with the adoption of new electricity 
legislation. All of this uncertainty 


Average Uranium Spot Price 
($US/Ib U30g) 


The steep climb of uranium spot prices continued in 2004 increasing by 43%. 
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“Market fundamentals point to strengthening uranium prices.” 


discourages investment until the new 
market rules stabilize sufficiently for 
investors to understand risks and 
rewards. To bridge the period of 
uncertainty, market risks will have to be 
mitigated or shared with the government 
before significant investment is made. 
Early signals resulting from the new 
electricity legislation suggest that the 
government seeks to preserve an open 
wholesale market, with the true cost 

of electricity being passed on to the 
consumer. Any other alternative would 
impose a significant burden on the 
Ontario taxpayer at a time when 

there are substantial demands on 
government revenues for other 
priorities such as infrastructure, 
education and health care. 


7.Where will new UF, capacity come 
from and what price is needed to 
support it? 


Spot prices for converting U30g to UF, 
increased by about 50% during 2004, 
mostly as a result of diminishing excess 
inventories, but also due to operational 
and labour difficulties at production 
facilities. Like uranium prices, 
conversion prices have been very low 
for decades (due to excess secondary 
supplies) at times falling well below 
production costs, As a consequence, 
primary producers like Cameco have 


made very little investment in new 
capacity. Indeed, producers have 
struggled to operate their plants at 
levels approaching nameplate capacity. 
With substantially increased conversion 
prices, some primary producers are 
planning full capacity utilization at 
existing facilities. This can be done with 
moderate capital investment and should 
address current supply pressures for the 
next several years. However, the rapid — 
expansion of nuclear power generation 
occurring in Asia and expected in the 
rest of the world in the next decade will 
require significant additional conversion 
capacity. The required investments will 
only be made if conversion prices are 
sufficiently robust to provide an adequate 
return. Our assessment indicates that 
significant new conversion capacity will 
only be made available at prices higher 
than today’s. 


8.What keeps you awake at night when 
you're thinking about 2005? 


My principal challenges for 2005 are 
making sure that we continue to pursue 
responsible and profitable growth while 
avoiding the trap of complacency in 

our existing activities. Over the past two 
years, Cameco’s share price has increased 
by over 165% as a result of uranium 

and conversion price increases and the 
creation of Centerra Gold. We have been 


McArthur River is seeking regulatory 
approval to increase annual capacity to 

22 million pounds of uranium concentrates. 
The operation finished 2004 with the 
strongest production quarter in the mine’s 
history, producing 5.7 million pounds. 


positioning Cameco to take advantage 
of uranium price increases for many, 
many years by diversifying and expanding 
our production capabilities, and our 
shareholders have and will continue to 
benefit as the new prices roll through 
our expanding contract portfolio. 


More recently, we have been positioning 
the company to benefit not just from 
price increases but from the rediscovery 
of nuclear energy. We have done so by 
painting a vision of being a “dominant 
nuclear energy company producing 
uranium fuel and generating clean 
electricity.” Cameco is well on its way to 
achieve its vision and by doing so will 
continue to deliver profitable growth 

to our shareholders. 


Cigar Lake 


A joint venture operated by Cameco 
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9.Do you think Cameco’s share price is the stock at the end of 2004 to 


ahead of itself? demonstrate high confidence that our 
I noted in the answer to the previous team can continue to deliver value to 
question that Cameco’s share price has our shareholders. Today’s share price 
appreciated substantially over the past may look fully valued by some metrics, 


two years. In recognition of this, we split but when you realize that Cameco will 


capture the benefits of the improving market 
for many years to come and that we are 
working diligently on a number of growth 
initiatives, I believe there is room for 
continued appreciation. This is not to say, 
however, that Cameco is immune to market 
volatility; but the nuclear industry, and 
uranium demand in particular, are insulated 
from economic cycles and stand to benefit 
from the resurgence in interest in the 
environmental and security advantages 

of nuclear energy. 


10. In your acquisition strategy, are there any 
nuclear investments you would not pursue? 
Are there areas of the world you have ruled 
out for reasons like political risk? 


Cameco’s vision is broad and will pull us 
toward participation in all aspects of the 
nuclear fuel cycle from exploration to the 
generation of clean electricity. By doing 

so, we will capture the added value of our 
primary product, uranium. Given the few 
players that have a similar vision, Cameco 
should have abundant opportunities to 
pursue in the foreseeable future. We will do 
so, however, only if they promise to meet our 
financial hurdles as well as our other success 
measures — a safe and healthy workplace, 
clean environment and supportive 
communities where we operate. 


People often ask about Cameco’s 
participation in the disposal of high-level 
nuclear waste. For the present, we have ruled 
this out, but not because it is technically 
difficult. Indeed, there are simple and 
inexpensive solutions for disposing of such 
minute amounts of solid waste. However, 
today, nuclear waste disposal is politically 
difficult due to the scaremongering of 
anti-nuclear activists. Fortunately, this is 
beginning to dissipate, but until politics are 
removed and disposal sites selected, I feel 
high-level nuclear waste disposal is a game 
for governments to play, not one for the 
private sector. 


As to geographic limitations, there are no 
self-imposed restrictions. Each contemplated 
investment is evaluated for risk, and political 
risk is one of the dimensions considered and 
adjusted for. Certain projects may not meet 
risk-adjusted requirements which are 
evaluated on a case-by-case basis. 
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How do you build 
a dominant nuclear 


energy company? 


GOALS, TARGETS AND RESULTS 


VISION > Cameco will be a dominant nuclear energy company 
producing uranium fuel and generating clean electricity. 


GOAL ae Grow leadership ip pos ition in the uranium fuel industry and ensure production flexibility 
in uranium and conversion services. 
Ce 7 = 

Increase Cameco’s share of * Cameco’s share of uranium Increase Cameco’s share of uranium 
uranium production to 20.7 million —_ production totalled 20.5 million production to 21.2 million pounds U30g 
pounds U3Og in 2004 by restoring pounds U3QOg — three out of four or higher in 2005 by obtaining regulatory 
the McArthur River/Key Lake producing mines exceeded their approval to increase McArthur River and 
operations to full production. targets for the year. Rabbit Lake Key Lake annual production capacity to 

produced about 9% less than expected 22 million pounds U3Os. 


due to difficult mining conditions. t 
Submit an environmental assessment and 


design plan for the commercial facility at 


Make a formal decision to develop * The CNSC approved the construction lukas to the Racal authorities gee 
the Cigar Lake project subject licence in December and the joint order to obtain regulatory approval to proceed 
to Canadian Nuclear Safety venture partners are proceeding with Li eee rants: 
Commission (CNSC) approval development. Production is possible 
of a construction licence and in 2007. Commence the Cigar Lake licensing process 
appropriate market conditions. to ensure the operating licence is obtained 

onan ec nnncnnnnccn nese cs nec ene c ne eec enna canna nn neaan anaes nnae nanan annannnnenesnannsnnnasnannnanneaaaanannnanannnansnannann from the CNSC to allow for possible 
Obtain joint venture approval of - The joint venture partners have production in 2007. 
Inkai feasibility study and prepare decided to proceed with construction Complete 50% of shaft development and 70% 
for construction in 2005 and after approving the feasibility study. of underground development at Cigar Lake. 
production in 2006. Commercial production is scheduled 

for 2007. Continue to expand exploration activity 

ene nib niin Sane se ee Ee pe oe to ensure timely replacement of reserves. 
Expand exploration oe - Added reserves at Eagle Point, and 
to ensure timely replacement a resource for the first time at the 
of reserves. Millennium deposit, both in 


Saskatchewan. Also acquired additional 
land in other regions, while continuing 
to hold a large and well-selected land 
position in the Athabasca Basin. 
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Ore slurry truck at the Key Lake mill, 


GOAL > Pursue growth in the nuclear fuel cycle while consolidating gold assets. 


2004 TARGETS 2004 RESULTS 2005 TARGET 


Pursue additional growth opportunities in the 
nuclear fuel cycle. 


Pursue nuclear energy growth 
opportunities. 


* Cameco negotiated a complex 
agreement to purchase a share of the 
STP reactors in Texas. Although 
unsuccessful, the initiative may open 
opportunities for other US nuclear 
generation interests. 


Cameco and its partners are involved 
in negotiations to restart Bruce A 
units 1 and 2 in Ontario, as well as to 
refurbish the Point Lepreau reactor in 
New Brunswick. 
List Centerra Gold Inc. on the TSX 
by mid-year. 


* Centerra was listed at the end of June 
2004, paving the way for divestiture at 
the appropriate time in the future. 


GOAL > Demonstrate Cameco’s commitment to sustainable development. 


2004 TARGETS 2004 RESULTS 2005 TARGETS 


* Cameco’s accident frequency was 0.32 
per 200,000 hours worked compared 
to the three-year average of 0.36. 


Strive to achieve no lost-time injuries at all 
Cameco-operated sites and maintain a long- 
term downward trend in employee and long- 
term contractor injury frequency and severity. 


Reduce the combined accident 
frequency of all Cameco-operated 
sites below the average frequency of 
the last three years. 


Incur no significant environmental incidents. 


Purchase from northern * Cameco purchased $81 million of 


Saskatchewan businesses at least 
60% in value of the contracted 
services at Cameco’s Saskatchewan 


Incur no significant environmental 
incidents. 


services from northern Saskatchewan 
businesses representing 72% of the 
total purchases for the company’s 
Saskatchewan mines. 


+ There were no significant incidents. 


Overall environmental performance 
improved significantly due to the 
introduction of, and increased focus 
on, preventative performance 
measures. 


Purchase from northern Saskatchewan 
businesses at least 75% in value of 

the contracted services at Cameco’s 
Saskatchewan mines. 


Continue to improve the system for recording, 
classifying, tracking, monitoring, reporting 
and learning from safety, environmental 

and operational incidents at all Cameco- 
operated sites. 


Finalize and begin implementing a long-term 
people strategy to align core human resources 
programs and prepare for growth and 
increasing retirement levels. 
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How is Cameco 
unlocking nuclear 


value? 


Conf ident 
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The following is a summary of the key sections of this MD&A. 
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Vision 
Cameco will be a dominant nuclear 


energy company producing uranium 
fuel and generating clean electricity. 


Profile 


Our business is nuclear energy. We are 
a leading global supplier of uranium 
fuel and a growing supplier of clean 
electricity. We deliver shareholder value 
by using our unique assets, employee 
experience and industry knowledge to 
meet the world’s rising demand for 
clean, safe and reliable energy. 


We place the safety of our workforce, 
the public and the environment above 
all else. 


We achieve sustainable growth by 
combining prudent financial 
management with personal conduct 
that reflects our values. 


The key measures of our success are a 
safe, healthy and rewarding workplace, 
a clean environment, supportive 
communities and solid financial 
performance — all reflected in a growing 
return to shareholders. 


Values 


We value the contribution of every 
employee. We seek strong relationships 
based on honest communications with 
employees and their families, customers, 
shareholders and suppliers. 


We pursue excellence in all undertakings 
and value people who strive to produce 
work of the highest quality. We 
encourage creativity, innovation and 
continual improvement. 


We seek to earn the respect of all 
people with whom we interact. We 
inspire trust based on honest, fair and 
ethical behaviour. 


Our operations provide a safe human 
and physical environment. We are 
committed to practices that promote 
the health of employees and safeguard 


the environment in areas affected by the 
facilities we operate during and after 
their utilization. 


Cameco’s Businesses 


Cameco is involved in four business 
segments: 


* uranium, 

* conversion services, 

* nuclear electricity generation, and 

> gold. 
The only significant commercial use for 
uranium is to fuel nuclear power plants 
for the generation of electricity. In 
recent years, nuclear plants generated 
approximately 16% of the world’s 
electricity. 


The major stages in the production of 
nuclear fuel are uranium exploration, 
mining and milling, refining and 
conversion, enrichment and fuel 
fabrication. Once a commercial uranium 
deposit is discovered and reserves 
delineated, regulatory approval to mine 
is sought. Following regulatory approval, 
the mine is developed, and ore is 
extracted and upgraded at a mill to 
produce uranium concentrate. Uranium 
mining companies sell uranium 
concentrates to nuclear electricity 
generating companies around the world 
on the basis of the U3Og contained in 
the concentrates. These utilities then 
contract with converters, enrichers and 
fuel fabricators to produce the required 
reactor fuel. 


Cameco is the world’s largest uranium 
producer accounting for 20% of the 
world’s production in 2004 and backed 
by more than 553 million pounds of 
proven and probable reserves of 
uranium. We have controlling ownership 
of the world’s largest high-grade reserves 
and low-cost operations in northern 
Saskatchewan. Cameco operates four 
mines in Canada and the United States, 
as well as two mines under development 
in Canada and Central Asia. 


The company is an integrated uranium 
fuel supplier with refining facilities at 
Blind River and conversion facilities at 


Port Hope, both located in Ontario, 
Canada. Uranium concentrates are 
shipped to Blind River for refining into 
uranium trioxide (UO3) and to Port 
Hope for conversion services. The Port 
Hope plant can produce 20% of the 
world’s annual requirements of uranium 
hexafluoride (UF,) used in making fuel 
for light water reactors. In addition, Port 
Hope is the world’s only commercial 
producer of natural uranium dioxide 
(UO ), the fuel used by all Canadian- 
designed Candu reactors. The products 
from these sites are used to produce fuel 
for nuclear power reactors. 


Through its 31.6% interest in the Bruce 
Power Limited Partnership, which 
operates the Bruce Power nuclear 
generating station located in southern 
Ontario, Cameco generates clean 
electricity. Cameco is the sole fuel 
supplier to Bruce Power which leases 
eight nuclear power reactors, two of 
which have been out of service since 
1995 and 1997. Bruce Power’s operating 
plants have a combined net generation 
capacity of 4,700 megawatts (MW), 
which is enough to meet the residential 
and industrial needs of a city the size of 
Toronto, Ontario. 


Cameco has a 52.7% interest in Centerra 
Gold Inc., which began trading on the 
Toronto Stock Exchange in June 2004. 
Cameco transferred substantially all its 
gold assets to Centerra as part of the 
strategy to unlock the value of those 
assets. Centerra is a leading North 
American gold producer and the largest 
western-based gold producer in Central 


Customer Countries 

Argentina Japan 

Belgium South Korea 
Canada Spain 

Czech Republic Sweden 

Finland Taiwan 

France United Kingdom 
Germany United States 
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Asia. Centerra is focused on growth 
through exploration and acquisition 

of gold properties in Central Asia, the 
former Soviet Union and other emerging 
markets. Centerra operates two gold 
mines, located in the Kyrgyz Republic 
and Mongolia, and holds a number 

of exploration properties in Asia and 
North America. 


Growth Strategy 


Cameco’s vision is to be a dominant 
nuclear energy company producing 
uranium fuel and generating clean 
electricity. Cameco’s main strategies 
are to: 


* build on the company’s competitive 
advantages in the uranium and 
conversion businesses, including 
leveraging our uranium exploration 
expertise, 


continue vertical integration within 
nuclear fuel supply, and 


* expand our nuclear generation 
capacity. 
Our specific strategies in the uranium and 
conversion businesses — the company’s 
core businesses — are discussed on pages 
24 and 28, respectively, of this MD&A. 


In pursuing further integration in 
nuclear fuel supply and expansion 

in nuclear power generation, our goals 
are to: 


* earn a sufficient rate of return to 
provide a basis for long-term 
profitability, 

* provide nuclear fuel supply where 
possible and link to core assets and 
competencies, 

* capture the value added to uranium 
in each step of the fuel cycle, 
including the enormous energy value 
in the final production of clean 
electricity generation, 

* strengthen Cameco’s foundation 
for further expansion in the nuclear 
fuel cycle, 

* achieve a reward commensurate with 
the risks taken, and 


not unduly risk Cameco’s overall 
viability. 
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The key strategies are to: 


* pursue the most appropriate 
investments by considering 
opportunities in all aspects of the 
nuclear fuel cycle, 

* guide and support Bruce Power’s 
growth strategy, 

* seek opportunities to facilitate 
positive change in the nuclear 
industry by supporting or leading the 
development, assessment or licensing 
of new technology, market structures 
and regulatory processes, and 

* pursue partnering opportunities in 
new reactor construction and 
completions by leveraging fuel- 
supply relationships, developing 
expertise in new fuel requirements, 
and enhancing relationships with 
industry leaders in reactor 
technology, and, seeking active 
ownership to allow, where possible, 
participation in management 
oversight of generation facilities. 


In addition, Cameco seeks to increase 
nuclear power’s contribution to global 
energy supply through two major 
strategies to: 


* participate in related technologies 
that support nuclear energy 
development, and 


* promote industry initiatives to 
position nuclear power as an 
important factor in addressing clean 
air and climate change by providing 
leadership and resources to key 
industry associations, developing 
government relationships and further 
enhancing nuclear’s environmental 
and safety reputation. 


World Electricity Generation 


Trends in the Nuclear 


Power Industry 


A number of evolving trends in the 
nuclear power industry have the 
potential to affect Cameco’s uranium 
and conversion businesses. 


Current Status and Growth 


Reactors - Operating, Planned 
and Under Construction 


There are 439 reactors operating 
worldwide, and a total of 69 new reactors 
that are under construction or planned 
for completion within the next 10 years 
(as of January 2005). This more than 
offsets 38 planned closures for a net 
increase of 31 reactors during the period. 
Planned changes in the number of 
reactors include: 


+ In Asia, 42 new reactors are offset 
by 4 closures for a net increase of 38 
reactors as energy demand responds 
to rapid economic expansion. Half 
of this growth will occur in China 
and India with plans for an increase 
of 11 and 9 reactors respectively. 

* In Eastern Europe, it is anticipated 
that 14 new reactors will begin 
operating and four existing reactors 
close for a net increase of 10 reactors. 

* In Western Europe, nine countries 
are expected to close 29 reactors, 
with most of the closures occurring 
in the UK and Germany. Only 
Finland and France are building new 
plants, bringing the net loss to 27. 

* In the US, the Tennessee Valley 
Authority is proceeding with a restart 


Nuclear is the world's third largest source of electricity generation at 16%. 
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program for unit 1 of its Browns 
Ferry nuclear station. 


* In Canada, Ontario Power 
Generation Inc. (OPG) plans to 
restart three Pickering units (one 
restart is currently approved). 
Although not included in the 
growth projections above, our Bruce 
Power partnership is assessing the 
feasibility of restarting its remaining 
two A units. 


Other countries plan to start seven 
new reactors, offset by one closure 
for six additional reactors beginning 
operations during this period. 


Pending 


Several non-nuclear countries including 
Indonesia, Turkey, Egypt, Vietnam 

and Kazakhstan are considering 
nuclear programs. 


Plant Performance 


Capacity Factors 


In 2004, the global gross average capacity 
factor among nuclear generators rose 

to almost 79% from 76% in 2003. 

The increase was due to record-setting 
performance by nuclear plants in the 
US and Sweden, Japan’s recovery from 

a number of shutdowns required by 
regulators, and a full year’s performance 
from three reactors in Canada that had 
been laid up for several years. Global 
capacity factors were also affected by 
good reactor performance in several 
other countries. 


Operating Cost 


In 2003, the latest year for which data is 
available, the direct costs of US nuclear 
electricity production were lower than 
coal and second only to hydro for the 
fifth consecutive year. US production 
costs were 1.7 cents per kilowatt-hour 
for nuclear, 1.8 cents for coal, and more 
than 5.5 cents for oil and gas. 


Nuclear Acceptance 


Positive Trends 


North America 


Public support for nuclear power in the 
US is trending higher. A poll, conducted 
by the Nuclear Energy Institute in 2004, 
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Support For Nuclear Energy 


Public support for nuclear energy is trending upward in the US with increased 
concern about air pollution and energy security. 


A Gime 


2) 8 Bil 


showed that 67% of people favoured 

the use of nuclear power. The US 
Department of Energy’s (DOE) 2004 
strategic plan includes an initiative to 
support the ordering of at least one new 
nuclear reactor in the 2010 timeframe. 

In response, three industry consortia have 
been formed to advance the licensing of 
new reactor models. This should result 

in the certification of an advanced reactor 
design that will qualify for combined 
construction and operating licences, 
thereby positioning consortia members 
to proceed with construction. 


The market for US nuclear generation 
assets has become more competitive. 
Capital markets have become receptive 
to financing nuclear generation. In its 
most recent global energy outlook, the 
US DOE has again projected a greater 
role (relative to its previous forecast) for 
nuclear power over the next 15 years. 


In Canada, the restart of OPG’s Pickering 
unit 1 was approved in recognition of 
the need for nuclear power to support 
demand growth and clean-air initiatives. 
Private investment is expected to play 

a significant role in developing Ontario’s 
nuclear capacity. 


Europe 


The link between clean air and nuclear 
power is increasingly recognized by 
influential non-nuclear entities including 
the European Commission’s research 
department. In addition, leading 
international environmentalists, such as 
James Lovelock, Hugh Montefiore and 
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Patrick Moore, are emerging as strong 
advocates of new nuclear construction. 


The Prime Minister of the United 
Kingdom recently acknowledged that 
new nuclear construction must be 
considered in the UK’s plans to reduce 
greenhouse gas emissions. 


Several countries including the US and 
the UK, along with the European Union 
(EU) have recognized the strategic risk 
of over-reliance on natural gas. The 
International Atomic Energy Agency 
(IAEA) has launched an international 
research initiative on the development 
of small reactors. 


Negative Trends 


Nuclear phase-outs are mandated in 
Germany, Netherlands, Spain and 
Belgium, although reassessments are likely 
to continue. The Swedish government 
has terminated discussions with the 


World Uranium Production 


Swedish nuclear power industry on an 
agreement for a nuclear phase-out policy 
and has ordered the shutdown 

of one reactor in May 2005. 


Safety problems and suspected cover-up 
attempts have undermined public 
confidence in Japan’s nuclear energy 
program, but Japan has recently 
announced that its nuclear energy 
capacity should double. 


Although progress is being made in 
several countries on the management 
of radioactive waste from the nuclear fuel 
cycle, there remains strong opposition 
among the environmental community. 


Summary of Trends 


The nuclear industry is experiencing 
stable growth in the form of capacity 
factor improvements, refurbishments, 
life extensions and, in Asia, aggressive 
new-build programs. It is difficult to 
determine which factors will dominate 
the outlook for nuclear in the long term. 
However, the demand for nuclear power 
is expected to grow even more 
significantly as increasing electricity 
demand, the need for non-emitting 
baseload energy and security of supply 
begin to take hold globally. 


Overall, these indicators are expected 
to support a stable demand trend for 
uranium and conversion services in the 
next 10 years with the potential for 
accelerated growth if nuclear energy 
continues to gain broader acceptance 
in the world. 


Cameco increased uranium production by 11% during 2004 to 20.5 million pounds, 
about 20% of world output. The company plans to produce 21.2 million pounds 


during 2005. 


million Ibs U30g 
Africa 18 
Australia 23 
US 2 
Other 3 
CiS/China 28 
Canada 30 
Total 


Worldwide Uranium Supply 
and Demand 


The uranium market supply and 
demand fundamentals continued to 
strengthen in 2004, indicating a need 
for more primary mine production 
over the coming decade. During the 
past 20 years, uranium consumption 
has exceeded mine production by a 
wide margin, with the difference being 
made up by secondary supply sources 
such as various types of inventory and 
recycled products. While there are still 
inventories, they are considerably 
reduced and more may be classified as 
strategic rather than excess. 


In 2003, there were uranium 
production interruptions and supply 
announcements that caused utilities to 
re-examine their policy of maintaining 
low inventories. In addition, the 
weakening US dollar (compared to 

the currencies of almost all producer 
countries) meant that producers were 


realizing less revenue for each pound 
of uranium sold in US dollars. These 
factors contributed to the escalation of 
uranium prices in the last four months 
of 2003. In 2004, this upward trend 
continued, with spot prices increasing 
by 43% and long-term price indicators 
rising by 61%. 


However, for the most part, the 
strengthening uranium price reflects 
tightening supply and the recognition 
that new investment is needed to 
encourage exploration for additional 
reserves and to build new mines. Much 
of the known world uranium resources 
cannot be economically brought into 
production without higher prices. And 
due to low uranium prices over the past 
two decades, little exploration has been 
conducted. As a result of this under- 
investment in exploration, very few new 
discoveries have been made. Even with 
the production from these potential 
mines, there could be periods of supply 
tightness causing uranium prices to 
become quite volatile. 


Sustained prices higher than what have 
been experienced over the past 10 to 


Key Lake mill in Saskatchewan, Canada. 


20 years are needed to ensure that 
production expands to meet growing 
requirements. We believe that over 

the next 10 to 20 years, increased 
exploration and development will 
ensure enough uranium will be found 
and developed to supply an expanding 
nuclear power industry. Cameco is 
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positioned to benefit through its 
control of more than 60% of new 
uranium production that is currently 
planned and through its continued 
support of exploration for new 
uranium deposits. 


Uranium Demand 


Current nuclear power trends are 
generally positive. However, it is 
difficult to know whether these trends 
and the national debates on the long- 
term future of nuclear power will result 
in more or less favourable conditions 
for the nuclear industry. New plant 
construction, improved reactor 
operations, uprates and the extension 
of reactor lives make it highly likely 
that, at a minimum, the current 
demand for uranium will continue 

for several decades. In the near term, 
perceptions of ample uranium supplies 
are beginning to change as excess 
inventories decline. Uranium prices 
have responded as spot prices rose 
during 2004 to $20.60 (US) per pound 
from $14.45 (US) a year earlier. As 
inventories continue to decrease, it is 
expected that uranium prices will more 
closely reflect the cost of primary mine 
production, including a reasonable 
return on new investment. 


World uranium consumption totalled 
about 180 million pounds in 2004. 

Of that, western world consumption 
was about 159 million pounds, up from 
an estimated 155 million pounds largely 
as a result of members being added to 
the European Union. Cameco estimates 
that annual world uranium consumption 
will reach almost 210 million pounds in 
2014, reflecting an annual growth rate 
of 1.7%. Demand in Russia, Eastern 
Europe and China was about 21 million 
pounds in 2004 and is expected to 
increase to about 35 million pounds in 
2014. Western world consumption is 
expected to increase to 175 million 
pounds in the 10-year period. In 2005, 
world demand is expected to increase 
to about 184 million pounds while 
western world demand is forecast to 
rise to 162 million pounds. 
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Western World Contract 
Volumes 

(million lbs U30g) 

Long-term contracting for 2004 is 
estimated to have been about 

90 million pounds, a 20% increase 
from 2003. 
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In 2004, eight reactors were connected 
to electricity grids, two each in South 
Korea and Ukraine, and one each in 
China, Japan, Russia and Canada. 
Three of these entered commercial 
operation in 2004, with the remainder 
expected in 2005. There were five 
closures in 2004, four in the United 
Kingdom and one in Lithuania. The 
net result was a 6.2 gigawatt increase 
in world nuclear capacity. 


Uranium Supply 
World uranium supply comes from 


primary mine production and a 
number of secondary sources. 


Mine Production 

World production in 2004 was about 
104 million pounds U3Og, up 12% 
from 93 million pounds in 2003, largely 
as a result of Cameco’s McArthur River 
mine recovering from operating 


Uranium Market Review 


Year-End Prices 
($US/Ib U30z) 


Market® 


*, 
industry averages 


difficulties in 2003. World production is 
expected to increase marginally in 2005. 


In 2004, the world’s major uranium 
producers continued to be affected by 
the weakening US dollar. While most 
uranium is sold in US dollars, most 

of the world’s production comes from 
outside the US. Uranium spot prices 
increased by 43% in 2004 and uranium 
long-term prices by 61%, but this was 
somewhat offset by the strength of 
other currencies against the US dollar. 
For example, the uranium spot price 
only increased by 33% in Canadian 
dollars in 2004, 37% in Australian 
dollars, and 22% in South African rand. 
The countries affected by these currency 
changes produced about 61% of world 
production in 2004. As a consequence, 
this trend in relative currency values 
has increased the need for sustained 
higher prices to stimulate exploration 
and new production. 


Secondary Sources 


Secondary sources of supply consist 

of surplus military materials, excess 
inventory and recycled products. 
Recycled products include reprocessed 
uranium, mixed oxide fuel and 
re-enriched tails material. Some utilities 
use reprocessed uranium and mixed 
oxide fuel from used reactor fuel. In 
recent years, another source of supply 
has been re-enriched depleted uranium 
tails generated using excess enrichment 
capacity. We estimate that these recycled 
products will account for about 8% of 
western world demand over the next 

10 years. With the exception of recycled 
material, secondary supplies are finite. 
Recycled products are currently a high- 
cost fuel alternative and are used by 
utilities in only a few countries. 
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Despite lower volume, spot market 
prices increased 43% during 2004. 


2002 2003 


2004 


One of the largest sources of secondary 
supply is the uranium derived from 
Russian highly enriched uranium 
(HEU). As a result of the 1993 HEU 
agreement between the US and Russia 
to reduce the number of nuclear 
weapons, additional supplies of 
uranium have been available to the 
market. Under the 20-year agreement, 
weapons-grade HEU is blended down 
in Russia to low enriched uranium 
(LEU) capable of being used in western 
world nuclear power plants. Uranium 
derived from Russian HEU could meet 
11% of western world demand over the 
next 10 years. 


The other large source of secondary 
supply is excess inventories. Prior to 
1985, uranium mine production 
exceeded reactor requirements due, 
in large part, to government incentive 


Long-Term U,O, Price 
($US/Ib U3Oz) 


programs that anticipated rapid 

growth of nuclear generated electricity. 
The result was a buildup of large 
inventories, both in the commercial 
and government sectors. Over the past 
20 years, uranium mine production has 
been less than annual requirements and 
the company believes that most of these 
inventories have been consumed. 


Cameco estimates the drawdown 

in 2004 of excess inventory held by 
western world utilities, producers, 
governments and other industry 
participants was in the range of 

25 million pounds U3QOg. Inventory 
drawdown in 2005 is expected to be 
somewhat lower than in 2004, reflecting 
declining inventory availability. 


Uranium Markets 


Utilities secure the majority of their 
uranium requirements (80% to 90% 
in recent years) by entering into 
medium-term (three to five years) 
and long-term (more than five years) 
contracts with uranium suppliers. 
These contracts usually provide for 
deliveries to begin two to three years 
after contracts are finalized. In 
awarding contracts, utilities consider 
the commercial terms offered, including 
price, and the producer’s record of 
performance and uranium reserves. 


There are a number of pricing 
formulas, including base prices adjusted 
by inflation indices, reference prices 
(generally spot price indicators but 


Long-term uranium prices increased 61% to $25 (US) per pound during 2004 


reflecting tightening supply. 


2002 


2004 


2003 


also long-term reference prices) and 
annual price negotiations. Many 
contracts also contain floor prices, 
ceiling prices and other negotiated 
provisions that affect the amount 
ultimately paid. 


Utilities acquire the remainder of 

their uranium requirements through 
spot and near-term purchases from 
producers and traders. Spot market 
purchases are those that call for 
delivery within one year. Traders 
generally source their uranium from 
organizations holding excess inventory, 
including utilities, producers 


and governments. 


Uranium Spot Market 


Spot market volume for 2004 totalled 
18 million pounds of uranium, about 
18% less than the 22 million pounds 
in 2003. The spot market represented 
about 11% of the western world’s 
uranium consumption in 2004, 

a modest decrease from 2003. 


Lower spot demand in 2004 can be 
attributed to buyers with near-term 
requirements exercising upward volume 
flexibilities under existing contracts in 
an effort to avoid the higher prices in 
the spot market. In 2004, about 88% of 
spot market transactions were conducted 
off-market as buyers attempted to 
minimize upward pressure on prices. 
Discretionary buying represented a 
higher proportion of spot buying in 
2004 than in 2003, indicating that some 
market participants anticipate 
continued spot price increases. 


Over 2004, the spot price increased by 
43% to end the year at $20.60 (US) per 
pound of uranium. 


Looking to 2005, we expect spot 
uranium demand to be about the same 
level as 2004. Utilities’ requirements 
are generally well covered for 2005 
and early 2006. Where uncovered 
requirements exist, Cameco expects 
utilities will, to the extent they can, 
take advantage of upward quantity 
flexibilities under older, lower priced 
contracts, rather than come to the 
spot market. 
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U,0, Revenue by Region 


The Americas is Cameco’s largest 
customer region accounting for 
71% of total U30g revenue. 


North & South America 
71% 


The recent trend of spot transactions 
being conducted quietly off-market is 
expected to continue in 2005. As was the 
case in 2004, there is a limited number 
of sellers with supply available for sale 
in the spot market in 2005. 


Long-Term Uranium Market 


Long-term contracting in 2004 is 
estimated to have been about 90 million 
pounds of uranium, an increase over the 
75 million pounds estimated for 2003. 


The industry average long-term price 
(according to industry sources TradeTech 
and Ux) on December 31, 2004 was 
$25.00 (US) per pound of uranium, 

up from $23.00 (US) at the end of the 
third quarter, and $15.50 (US) at the 

end of 2003. 


We expect long-term contracting activity 
in 2005 will remain at about this level, 

as those utilities that have attempted to 
wait for prices to decline will be required 
to go to the market to begin filling 
uncovered requirements. 


Dynamics have shifted to a more seller- 
oriented market, and we expect sellers 
will increasingly prefer to enter into 
longer-term deals. At the same time, 
some utilities, in particular those that 
are looking at the market fundamentals 
more strategically, and are concerned 
about supply beyond the end of this 
decade, are also interested in entering 
into longer-term contracts with sellers 
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that can offer reliable supply over the 
longer term. 


Uranium Business - Key 
Performance Drivers 


The major factors that drive Cameco’s 
uranium business results are: 


* prices — spot and long-term, 

* volume — sales, production, 
purchases, 

* costs — production and purchases, 
and 

* the relationship between the US 
and Canadian dollars. 


Prices - Spot/Long-Term 


Background 


While Cameco generally does not sell 
uranium in the spot market, about 60% 
of the company’s uranium under its 
long-term contracts is sold at prices 
that reference the spot market price 
near the time of delivery. The 
remaining 40% is sold at fixed prices 

or base prices escalated by an inflation 
index. Uranium is priced in US dollars 
per pound U3Og. 


Most of the company’s spot market- 
related contracts were entered into a 
number of years ago when the average 
spot price was half the 2004 year-end 
price of $20.60 (US) per pound. These 
contracts generally contain ceiling 
prices. Due to the rapid increase in the 
uranium spot price in the latter part 

of 2003 and in 2004, a number of spot- 
market-related contracts reached ceiling 
prices. The impact of ceiling prices 
became significant as the spot price 
moved into the $14.00 (US) range. 


Uranium Production 


Cameco's share of production (million lbs U3Og) 


Rabbit Lake 


Smith Ranch/ Highland : ee 


Crow Butte 
Totals 


Planned 
McArthur River/Key Lake 


Many of Cameco’s fixed/base-price 
contracts were also entered into during 
the same period, when the long-term 
price indicator averaged less than 
$11.00 (US) per pound compared 

to the 2004 average of more than 
$20.00 (US) per pound. Long-term 
price indicators provide guidance on 
the level of fixed prices being signed in 
the long-term contract market. As a 
result, some of Cameco’s current fixed- 
price contracts reflect the low long- 
term prices from the earlier periods. 


The benefit of improved spot prices 
was partially offset by a less favourable 
foreign exchange rate. As a result, 
Cameco’s average realized price for 
uranium sales was $12.89 (US) per 
pound of uranium compared to an 
average spot price of $18.60 (US) and 
average long-term price of $20.00 (US) 
in 2004. 


Uranium Price Sensitivity 2005 

For deliveries in 2005, a $1.00 (US) per 
pound change in the U3Og spot price 
from the year-end level of $20.60 (US) 
per pound would change revenue by 
about $5 million (Cdn), net earnings 
by about $3 million (Cdn) and cash 
flows by about $4 million. This 
sensitivity assumes that 1.00 US dollar 
is equivalent to 1.32 Canadian dollars. 
Please see uranium price sensitivity 
discussion below. 


Uranium Price Sensitivity Analysis 
2005 to 2008 

The impact of the current higher spot 
prices and long-term price indicators 
will benefit Cameco in the longer term 
as the company delivers uranium in the 


2005 2004 2003 
Actual Actual 
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od Bn. 3 4n2 ee 
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future under new contracts signed in 
the current environment. 


Of note, at the end of 2004, the average 
uranium spot price was $20.60 (US), 
while the long-term price indicator was 
$25.00 (US). Historically, long-term 
prices have generally been at a premium 
of $1.00 to $2.00 over prevailing spot 
prices. At the end of 2004, that 
difference was about $4.00 (US) per 
pound. This spread is the consequence 
of the relatively low level of activity in 
the spot market over the last year or so, 
compared to the higher level of activity 
in the long-term market. 


Current market fundamentals suggest 
that both spot and long-term prices 
should continue to strengthen, and we 
expect the spot price to move up 
somewhat more than the long-term 
price, so that the differential will move 
back to the more traditional spread of 
$1.00 to $2.00 (US). 


Given the level of sales targeted each 
year (33 million pounds in 2005), the 
company is continually in the market 
signing new contracts for deliveries that 
will begin two to three years hence. 
About 25% to 30% of the current 
contract portfolio expires each year, and 
is replaced in large part with contracts 
that were entered into in the past two to 
three years. 


During this period of increasing spot 
and long-term prices, the company has 
continued to enter into new multi-year 
contracts with improved terms. The 
new contract portfolio will reflect a mix 
of fixed and market-related prices. For 
the time being, Cameco continues to 
target its traditional blend of pricing 
mechanisms, that is, 40% of sales 
volume with fixed pricing and 60% 
sensitive to market pricing. Contracts 
with market-related pricing will 
reference the spot or long-term price 
indicators quoted near the time of 
delivery. These market-related contracts 
typically contain ceiling and floor 
prices. However, in recent months, we 
have been offering ceiling prices much 
higher than current spot prices, if at all. 
We have also been negotiating floor 


price protection, which has been in 
the range of current spot prices. 


The fixed-price contracts will have 
prices that were fixed at the time 

of contract signing. This means the 
company has contracts at fixed prices 
below and above the current spot 
market prices and they fall into 

the category of “insensitive” to 
market price. 


We believe this contract mix continues 
to be appropriate given our view that 
market prices will strengthen. At the 
same time, this contract mix allows us 
to lock in the significant differential 
between current spot and long-term 
prices, and provides firm support for 
our growth strategy. | 


The table below indicates the 
approximate percentage of targeted 
sales volume that will be impacted by 
further increases in the market price 
above $20.60 (US) per pound U3QOg. 
Also shown in the table is the 
proportion of targeted sales that is 
sensitive to further increases in the 
market price grows significantly in 
2006 and continues in 2007 and 2008. 


Volume - Sales, Production, 
Purchases 


Sales Volume 


In 2004, Cameco sold more than 

32 million pounds of uranium, 
representing a 9% decline from last 
year’s record quantity of 35 million 
pounds. Sales volumes were deliberately 
reduced to better reflect production 
and desired inventory levels. Cameco’s 
uranium sales volumes are expected 

to total more than 33 million pounds 
in 2005. 


% Sales Target 

2005 
Price insensitive’ 
biiee sensiHiveman rae ee aoe | 


Re Ree 


For the five-year period 2005 to 2009, 
Cameco has more than 120 million 
pounds of uranium sales committed. 
Of these sales commitments, about 
70% will be delivered during 2005 to 
2007. Cameco’s committed sales decline 
rapidly after 2007 and they will be 
replaced in the normal course with 
new contracts reflecting prevailing 
market conditions at the time they 
are completed. 


Cameco sells more uranium than it 
produces from its mines. Cameco’s 
sales commitments are filled by a 
combination of sources consisting 
of mine production, long-term 


‘ purchase arrangements, spot purchases 


and inventory. 


Production Volume 
McArthur River/Key Lake 


Production at McArthur River/Key 
Lake totalled 18.7 million pounds 

of uranium in 2004, 24% higher than 
in 2003. Cameco’s share was 70% or 
13.1 million pounds. The increase was 
due to McArthur River producing for 

a full year, whereas in 2003 operating 
difficulties required the mine to be shut 
down for three months. 


The Canadian Nuclear Safety 
Commission (CNSC) approved renewal 
of the operating licences for Key Lake 
and McArthur River on October 25, 
2004 until October 31, 2008. 


Cameco has applied for an increase 
in the annual licensed capacity at 
McArthur River and Key Lake to 

22 million pounds per year compared 
to 18.7 million pounds currently. 

The CNSC has indicated that the 
application will require a screening- 
level environmental assessment (EA) 
under the Canadian Environmental 


2006 2007 2008 
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J ONORAaE mate tarmaeemy. 2 95°97 22 


f Fixed-price contracts and market-related contracts not sensitive to increases in the spot price above year-end 


2004 level of $20.60 (US) per pound. 


Market-related contracts plus uncommitted volumes. 
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Assessment Act. We are hopeful for 

a decision from the CNSC late in 
2005. If approval is received, 

Cameco expects it will take about 

two years to ramp up production. 

We are developing a plan to determine 
the optimal sustainable production 
rate, which may be less than the 
licensed capacity. 


Production at McArthur River/Key Lake 
in 2005 is expected to remain at the 
same level as 2004. Production would 
increase modestly if the CNSC approves 
the capacity increases at these facilities 
in late 2005. 


Rabbit Lake 


Rabbit Lake produced 5.4 million 
pounds U3Og in 2004, down 8% from 
2003. The decrease was due mainly to 
difficult mining conditions resulting in 
reduced mill feed. 


Significant exploration drilling occurred 
in 2004 with over 52,500 metres drilled. 
The program has been successful to 
date, extending mine life to 2007. 
Additional underground and surface 
drilling will take place in 2005. 


Rabbit Lake production is expected to 
increase modestly in 2005 over 2004. 


Smith Ranch-Highland and 

Crow Butte 

The Smith Ranch-Highland (Wyoming) 
and Crow Butte (Nebraska) in situ 
leach (ISL) mines produced a total of 
2.0 million pounds of uranium in 2004. 
Production is expected to increase 15% 
in 2005 to 2.3 million pounds. We are 
planning to at least double production 
from Wyoming over the next several 
years to help meet the need for new 
uranium supply. 


Uranium Projects 

Cigar Lake 

On December 21, 2004, after receiving 
a licence from the CNSC to construct a 
facility, the Cigar Lake joint venture 
decided to proceed with construction 
of the mine. Construction began on 
January 1, 2005 and will take about 

27 months to complete. Assuming 
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production begins in 2007, there will 
be a ramp-up period of up to three 
years before the mine reaches expected 
full production of 18 million pounds 
per year. Cameco’s share is 50%. 


In making the development decision, 
the Cigar Lake joint venture approved 
a construction budget of $450 million 
(Cameco’s share is $225 million) that 
includes surface and underground 
facilities at Cigar Lake as well as 
changes to the milling facilities at 
McClean Lake and Rabbit Lake. 
Proposed changes to the Rabbit Lake 
and McClean Lake facilities are subject 
to regulatory approvals. 


Inkai 


The ISL test mine at Inkai in 
Kazakhstan produced 0.47 million 
pounds of uranium in 2004 (Cameco’s 
share is 60%). 


The Inkai Joint Venture has decided to 
proceed with construction of the Inkai 
ISL mine. The joint venture intends to 
submit an environmental assessment 
and a design plan for the commercial 
facility to Kazakh regulatory authorities 
in the first half of 2005, with approval 
expected by third quarter 2005. 
Following approval, construction will 
begin with commercial production 
scheduled for late 2007. The Inkai Joint 
Venture has notified the Kazakh 
government that it intends to increase 
production to 5.2 million pounds per 
year at full capacity, up from the 
previous plan of 2.6 million pounds. 
The costs, net of sales proceeds from 
Inkai’s test production, are capitalized 
until commercial production is 


Uranium Exploration 


achieved. The test mine at Inkai is 
projected to produce 0.45 million 
pounds of uranium in 2005. 


The capital cost, excluding sales 
proceeds, to bring the new ISL mine 

to production is now estimated at 

$83 million (US), up from the earlier 
estimate of $38 million (US). The 
increase is due to the decision to double 
the plant production capacity and to 
increases in the costs of construction 
materials and plant equipment. Cameco 
has agreed to fund up to $40 million 
(US) of development, which includes 
the original test mine, with an interest- 
bearing loan. The Inkai Joint Venture 
will fund the remainder. Repayment 

of the principal amount of the loan 

is expected to start once commercial 
production commences. The Inkai Joint 
Venture is obligated to repay the loan 
and interest. To the end of 2004, Cameco 
had advanced $28 million (US). 


Uranium Exploration 

Cameco carries out mineral exploration 
for new uranium resources on 
substantial land holdings, principally 
located in two areas: the Athabasca 
Basin of northern Saskatchewan and 

the Arnhem Land region in Northern 
Territory, Australia. The subdivision of 
lands (properties in which Cameco holds 
interests greater than 10%) and uranium 
exploration expenditures are outlined in 
the table below. 


The majority of Cameco’s exploration 
lands are explored as joint ventures with 
other mining companies, most often 
with Cogema Resources Inc. At year end 
2004, Cameco operated about 80% of its 


Hectares 2004 Actual 
Area at Dec. 31, 2004 Expenditures (millions) 
Saskatchewan _...995,000 he 
Northwest Temjtories: 9) 2) 852 (133,000, 5 ee ee. 
Australia nates 868 000 ee eee 
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exploration projects, including joint 
ventures. The majority of Cameco’s 
exploration projects are early to 
middle stage, on which indications 
of economic grades and quantities of 
uranium have not yet been identified. 


In 2004, Cameco also carried out 
surface exploration near existing mines, 
specifically the Rabbit Lake and 
McArthur River operations, with the 
intent to locate new resources that could 
be developed to expand or extend these 
operations. This exploration, followed 
by underground drilling, was successful 
at Rabbit Lake adding 6.1 million pounds 
of probable reserves. Work on another 
advanced exploration project, the Cree 
Extension project, has advanced the 
Millennium discovery, initially made in 
2000, to an indicated and inferred 
resource. For more information on the 
resources, see Cameco’s 2004 annual 
information form. 


Cameco owned a 25.2% interest in UEX 
Corporation at December 31, 2004, a 
TSX-listed junior exploration company 
formed in 2002 from a combination of 
exploration assets previously held by 
Cameco and Pioneer Metals 
Corporation. Cameco has certain 
rights related to financing, milling, 

and marketing future uranium deposits 
discovered by UEX. Once Cameco’s 
interest falls below 20%, these special 
rights end. At December 31, 2004, the 
market value of Cameco’s interest in 
UEX was about $81 million. 


Since many areas of the world are 
known to host numerous types of 
uranium mineralization, Cameco 
actively investigates the uranium 
exploration potential of areas other 
than those described above. No major 
exploration projects are currently being 
undertaken in areas outside Canada 
and Australia. 


Purchases 

Cameco also has purchase commitments 
for uranium products and services from 
various sources. At the end of 2004, 
these purchase commitments totalled 


71 million pounds uranium equivalent 
(most is in the form of UF) from 2005 
to 2013. Of this, 60 million pounds is 
from exercising options under our 
agreement to purchase uranium from 
dismantled Russian weapons (the 
Russian HEU commercial agreement). 


Costs 


Cameco’s cost of supply is influenced by 
its mix of produced mine material and 
uranium purchases. 


Production costs at our Saskatchewan 
uranium mines, our largest source of 
production, are primarily fixed, with the 
largest component being labour. The 
largest variable operating cost is 
production supplies, followed by 
maintenance materials. 


Uranium mine production costs are 
driven mostly by the complexity of the 
operation. Unit costs of production are 
driven primarily by the grade and size 
of the reserves. McArthur River is the 
world’s largest, high-grade uranium 
mine. Its ore grade averages 25% U308 
which means it can produce more than 
18 million pounds per year by extracting 
only 100 to 120 tonnes of ore per day. 
While Rabbit Lake’s average ore grade 
of 1% U3QOg is much lower, it compares 
favourably to other operating mines in 
the world that have ore grades generally 
below 0.5%. 


ISL extraction methods can make even 
lower-grade orebodies commercially 
attractive. Worldwide, ISL mines 
typically recover uranium from 
orebodies with an average grade in the 
range of 0.1% U3Ox. Cameco’s cost of 
supply is influenced only modestly by the 
two US ISL operations, as the production 
from the ISL operations accounts for a 
small percentage of its total primary 
output. In 2005, US ISL production is 
expected to account for about 11% of 
the company’s planned primary output. 


Purchased product also affects Cameco’s 
cost of supply. The majority of Cameco’s 
purchase commitments are under long- 
term, fixed-price arrangements reflecting 
prices significantly lower than the 


current published spot and long-term 
prices. These purchase commitments 
totalled $1,086 million at December 31, 
2004. See note 21(d) to the consolidated 
financial statements. A significant 
portion of these purchased pounds will 
be delivered into existing sales contracts. 


Foreign Exchange 

The relationship between the Canadian 
and US dollars affects the financial 
results of the uranium business as well 
as the conversion business. For that 
reason, the effect on both businesses 
will be discussed in this section. 


_ In 2004, the strengthening of the 


Canadian dollar against the US dollar 
affected Cameco’s results. Cameco 

sells the majority of its uranium and 
conversion services in US dollars while 
most of its uranium and conversion 
services are produced in Canada. As such, 
the company’s uranium and conversion 
services revenue is denominated mostly 
in US dollars, while its production 
costs are denominated primarily in 
Canadian dollars. 


The company attempts to provide 

some protection against exchange rate 
fluctuations by planned hedging activity 
designed to smooth volatility. Therefore, 
Cameco’s uranium and conversion 
revenues are partly sheltered against 
declines in the US dollar in the 

shorter term. 


In addition, Cameco has a portion of 
its annual cash outlays denominated in 
US dollars, including uranium and 
conversion services purchases, which 
provide a natural hedge against US 
currency fluctuations. While natural 
hedges provide cash flow protection 
against exchange rate fluctuations, the 
influence on earnings from purchased 
material that has been inventoried may 
be dispersed over several fiscal periods 
and is more difficult to identify. 


During 2004, the Canadian dollar 
strengthened against the US dollar from 
$1.2924 at December 31, 2003 to $1.2036 
at December 31, 2004. 
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At December 31, 2004, Cameco had 
a foreign currency hedge portfolio of 
$748 million (US). The schedule of 
designations, by year, is as follows: 


(SUS millions) | 
Designations 2005 2006 2007 2008 


348 185 130 85 


These hedges are expected to yield an 
average exchange rate of $1.3010. The 
net mark-to-market gain on these 
hedge positions was $68 million at 
December 31, 2004. 


For 2004, $255 million (US) of Cameco’s 
uranium and conversion revenue was 
hedged using currency contracts at 

an average rate of $1.4732. As of 
December 31, 2004, about 75% of 2005 
uranium and conversion revenue was 
hedged using currency contracts 
expecting to yield an average rate of 
$1.3214. 


For 2005, every one-cent change in the 
US to Canadian dollar exchange rate 
would change net earnings by about 
$2 million (Cdn). 


Timing differences between the 
settlement and designation dates of 
hedge contracts may result in deferred 
revenue or deferred charges. At 
December 31, 2004, deferred revenue 
totalled $23 million. The schedule for 
deferred revenue to be released to 
earnings, by year, is as follows: 
ars aaa 

Deferred 2005 2006 2007 2008 
revenue 30 o.  (8) 7) 


Uranium Strategies 


Cameco’s overall objective is to build on 
and leverage our competitive advantage 
in uranium. In doing so, we strive to 
meet three major goals: 


* maintain our low-cost position, 
* protect and grow our market 
position, and 


* improve our supply flexibility. 
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There are a number of key strategies the 
company uses to achieve its goals: 


Maintain our low-cost position by: 
- adding low-cost reserves: 

- through acquisition, 

- exploration around existing 
operations as well as in current 
and new regions of interest, and 

- by validating the potential for 
competitive ISL production from 
existing properties. 

* improving margins by: 

- adjusting the rate of production 
to yield the highest rate of return, 

- gaining cost efficiencies through 
quality and business process 
improvements, and 

- pursuing fundamental 
productivity gains through 
technological development. 


Protect and grow our market position by: 


- leveraging industry relationships to 
participate in new production, 


ensuring sustainable production by 
identifying and exploring for new 
uranium reserves, 


seeking appropriate acquisitions, and 


developing customer relationships 
and expanding the range of services 
currently available while enhancing 
the company’s reputation as a secure 
supplier. 


Improve supply flexibility by: 
* bringing on Cigar Lake and Inkai 
production in timely fashion, 
* continuing to pursue a global 
exploration program, and 
* securing additional secondary 
supplies. 


Capability to Deliver Results 


Cameco will continue to enhance 
capabilities in a number of areas to 
execute our strategies and deliver on 
our goals. We need to ensure that: 


* other mining methods continue to 
be advanced to allow us to maintain 
or expand our annual production, 


+ skilled tradespeople will continue 
to be available, 


* adequate human resources are 
available to replace an aging 
workforce, 


* capital is readily available over the 
longer term given our expansion 
plans, and 


* adequate resources are allocated 
to exploration. 


Mining Methods 


Currently, McArthur River uses raise 
boring to extract ore from the mine. As 
we anticipated from the start of mining, 
other mining methods may be used to 
maintain or expand production. We 
continue to examine and advance other 
mining methods. 


We also plan to use the jet boring 
method at Cigar Lake, which has been 
tested through test mining programs. 
We continue to advance this technology 
as we move towards Cigar Lake startup. 


Skilled Tradespeople 


Cameco has significant experience in 
developing uranium mines. The biggest 
challenge in meeting our Cigar Lake 
construction timetable is in securing 
skilled tradespeople who are currently 
in short supply. This shortage affects all 
of our operations. Cameco is examining 
various options to build on our 
extensive apprenticeship programs. 


Human Resources 


Canada’s workforce is aging. Cameco’s 
challenge is to compete for the limited 
number of people entering the 
workforce to replace retiring employees. 
Approximately 26% of the workforce at 
our Saskatchewan uranium mines was 
age 50 or more at December 31, 2004. 
We are developing a people strategy to 
meet that challenge. 


Ready Access to Capital 


Cameco has an ambitious plan to 
grow in the nuclear energy industry. 
Opportunities to invest are 
unpredictable and often capital 


intensive. We intend to maintain 
financial flexibility to pursue 
opportunities as they arise. For that 
reason, we maintain a conservative 
financial structure with a target of no 
more than 25% net debt to total capital. 


Exploration Programs 


Cameco maintained an exploration 
program during the depressed price 
cycles to retain uranium exploration 
expertise. However, more funding is 
required to achieve our goal of 
increasing our reserve base to grow our 
uranium market leadership position. 


Cameco plans to invest about 

$23 million in uranium exploration 
during 2005 as part of its long-term 
strategy to maintain its leadership 
position in uranium production. 

In 2004, uranium exploration 
expenditures were about $17 million, 
up $4 million from 2003. 


Cameco is pursuing a focused 
exploration program to identify 
additional uranium reserves for the 
future to maintain the company’s 
position as the world’s largest 
uranium producer. 


Uranium Business Results 


Cameco’s uranium business consists 

of the McArthur River, Key Lake and 
Rabbit Lake mine/mill operations in 
Saskatchewan, two ISL mines in the US, 
the Inkai ISL test mine in Kazakhstan, 
the Cigar Lake development project in 
Saskatchewan and uranium exploration 


Uranium Business Highlights 


Revenue ($ millions) 


projects located primarily in Canada 
and Australia. 


Revenue 


In 2004, Cameco established a new 
record for uranium revenue for the 
third consecutive year. Revenue from 
the uranium business increased by 

2% to $581 million from $570 million 
in 2003, due to a 12% increase in the 
realized selling price reflected in 
Canadian dollars. This improvement 
was the result of an increase in the 
uranium spot price, which averaged 
$18.60 (US) in 2004 compared to 
$11.54 (US) in 2003. The benefit of the 
improved spot price was partially offset 
by contract price ceilings and a less 
favourable foreign exchange rate. 


Also offsetting the price improvement 
was a deliberate reduction in sales 
volume to better reflect production 

and inventory levels. In 2004, uranium 
deliveries amounted to about 32 million 
pounds, representing a 9% decline 
from last year’s record quantity of 

35 million pounds. 


Cost of Products and 
Services Sold 


For 2004, the total cost of products 

and services sold was $378 million 
compared to $394 million in 2003, 
reflecting the 9% decline in sales 
volume. On a per unit basis, the cost of 
product sold was about 5% higher than 
in the previous year. The cost of sales 
for 2003 included $24 million in 


% change 


Average realized price 
($US/Ib) 
_ 8Cdn/Ib) 


Sales volume (million Ibs) 


Production volume (million Ibs) 


12.89 10.99 17 
17.97 16.08 12 
32.3 35.4 (9) 
20.5 18.5 Tul 


rehabilitation costs due to the mining 
difficulties at McArthur River. 
Excluding these costs and a $7 million 
royalty recovery recorded in 2003, the 
unit cost of sale rose by 10% due to 
higher costs for purchased uranium and 
higher production costs at Rabbit Lake. 


Depreciation, Depletion and 
Reclamation 


In 2004, depreciation, depletion and 
reclamation (DD&R) charges were 
$100 million compared to $93 million 
in 2003, due to a higher unit cost. On 
a per unit basis, costs rose by about 


‘15% as the result of a higher 


proportion of sales of McArthur 
River and ISL material which carry 
a relatively higher DDR rate. 


Gross Profit 


In 2004, gross profit from the uranium 
business amounted to $104 million 
compared to $83 million in 2003, an 
increase of 25%. This was largely 
attributable to the higher spot price, 
which resulted in a 12% increase in 
the realized price and was partially 
offset by higher unit costs for uranium 
concentrates. Earnings before taxes 
from the uranium business increased 
by $21 million in 2004 and the profit 
margin improved to 18% from 15% 

in 2003. 


2005 Outlook for Uranium 


In 2005, Cameco’s uranium revenue 

is expected to be about 10% higher 
than in 2004 due to a projected 6% 
improvement in the Canadian dollar 
selling price and a 4% increase in 
deliveries. Uranium sales volume is 
expected to total more than 33 million 
pounds in 2005. About 35% of 
uranium deliveries are expected to 
occur in the last quarter of the year. 

In 2005, Cameco’s share of uranium 
production is projected to increase 

to 21 million pounds U3O0g. Uranium 
margins are expected to improve to 
nearly 25% compared to 18% in 2004. 
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Conversion Demand 


The demand for UF, conversion 
services is directly related to the level 
of electricity generated by light water 
nuclear power plants. The demand for 
UO, conversion services is linked to the 
level of electricity generated by Candu 


heavy water nuclear power plants. 


World demand for UF, and natural UO, 
conversion services was estimated to be 
about 68 million kilograms of uranium 
(kgU) in 2004. Western world demand 
accounted for almost 60 million kgU 
with the remaining 8 million kgU 
coming from the non-western world 


(Russia, China and Eastern Europe). 


Over the next 10 years, to 2014, 
western world demand is expected 


to increase by 12% to about 67 million 
kgU and non-western world demand 
by 63% to about 13 million kgU. In 
2005, total world conversion demand 
is expected to increase by about 3% to 
70 million kgU. 


ot anvercon Market Rawiaw 
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Year-End Prices 
($US/kgU as UF¢) 


Markets 
Spot UF, conversion! 


North America 
Europe 


Long-term UF, conversion? 


North America 
Europe 


: Spot prices are industry averages. 
*TradeTech 


Conversion Supply 


The western world UF, conversion 
industry consists of Cameco and three 
other commercial producers with an 
annual capacity of about 45 million kgU. 
Cameco’s annual UF, conversion 
capacity constitutes about 28% of 
western world capacity. 


2004 2003 % change 
9.00 5.88 53 
10.00 6.75 48 
10.00 6.00 67 
11.50 6.75 70 


In 2001, British Nuclear Fuels Limited 
(BNEFL), with annual conversion capacity 
of about 6 million kgU, announced it 
would close its plant in 2006 and sold 

its uncommitted UF, production 

to Cameco. 


In addition, supplies are available from 
secondary sources including excess 
western inventories, Russian inventory 
sales in the form of low enriched 
uranium, Russian re-enriched depleted 
tails in the form of UF, and Russian and 
US uranium derived from dismantling 
nuclear weapons. 


Russia supplies most of the UF, 
conversion requirements of the former 
Soviet Union and Eastern Europe in 
the form of low enriched uranium. 


Conversion Markets 


Utilities contract more than 90% 

of their UF, conversion services 
through medium- and long-term 
contracts, purchasing the remainder 
on the spot market. Cameco is the only 
commercial supplier in the world of 
conversion for natural UO, customers. 
Cameco also exports UO, to South 
Korea for its Candu reactors and to the 
US and Japan for use as blanket fuel 

in boiling water reactors. 


Spot/Long-Term Conversion 
Market 


Due to tightening of supply, spot 

prices for UF, rose by about 50% in 
2004. The industry average spot market 
price (according to industry sources 
TradeTech and Ux) for North American 
uranium conversion services at 
December 31, 2004 was $9.00 (US) 

per kgU, up 53% from the end of 2003. 
In Europe, the industry average spot 
conversion price was $10.00 (US) per 
kgU at December 31, 2004, an increase 
of 48% from the end of 2003. 


The industry does not publish 
UO, prices. 


Conversion Business - Key 
Performance Drivers 


The major factors that drive Cameco’s 
conversion business results are: 


Average Conversion Spot Price 
($US/kgU as UF, in North America) 

The North American spot price for 
conversion services increased by 53% 
during 2004. 


2002 


2003 2004 


* prices — spot and long-term, 


* volume — sales, production and 
purchases, 


* costs — production and purchases, 
and 


* the relationship between the US 
and Canadian dollars. 


Prices - Spot/Long-Term 


Cameco sells its conversion services 
directly to utilities located in many 
parts of the world, primarily through 
medium- and long-term contracts. 
Conversion services are priced in US 
dollars per kgU. The majority of 
conversion sales are at base-escalated 
prices. Cameco’s financial results for 
2005 are relatively insensitive to changes 
in the spot price for conversion. In 2004, 
most conversion sales did not benefit 
from the significant increase in UF, 
conversion spot prices during the year. 


Going forward, nearly all contract 
commitments, for more than 50 million 
kgU, have pricing terms that are base- 
price escalated. 


Cameco continues to sign new long-term 
contracts with base prices that generally 
reflect longer-term prices at the time of 
the contract award. Therefore, in the 
coming years, Cameco’s contract 
portfolio will be positively affected by 
these higher fixed-price contracts. 


Volumes - Sales, Production, 
Purchases 


Sales Volume 


Cameco sold a record 16.9 million kgU 
in 2004, up marginally from 16.7 million 
kgU in 2003. Conversion sales volume is 
expected to total about 16.2 million kgU 
in 2005. 


Production Volume 


At Cameco’s Port Hope facilities, 
conversion production totalled 

9.5 million kgU in 2004, down 29% 
compared to 2003. The decrease reflects 
the lengthy shutdown as a result of the 
summer vacation period, the seven-week 


labour disruption and some production 


rescheduling. 


Production for 2005 is projected to be 
about 13.5 million kgU, up 42% 
compared to 2004. 


Purchase Volume 


Cameco also has purchase commitments, 
which primarily reflect the conversion 
component of the LEU from Russian 
HEU, re-enriched tails product and the 
company’s agreement to purchase 
BNEFL’s excess production until the 
shutdown of its plant in 2006. Cameco’s 
UF, conversion purchase commitments 
from 2005 to 2013 total about 27 million 
kgU, most in the form of UF.. 


Costs 


Cameco’s mix of production and 
purchases influences its cost of supply. 
Conversion operating costs are primarily 
fixed with the largest component being 
labour. The largest variable operating 
cost is for anhydrous hydrogen fluoride, 
followed by energy (gas and electricity). 


The majority of Cameco’s UF, 
conversion purchase commitments 
are under long-term, fixed-price 
arrangements reflecting prices lower 
than the current spot prices. A 
significant portion of these purchases 
have been committed under existing 
sales contracts. 


Foreign Exchange 


The majority of the company’s 
conversion products are sold in the US 
and sales are denominated in US dollars, 
while production costs are incurred in 
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Conversion Revenue by Region 


The Americas provide 57% of Cameco’s 
conversion revenue. 


Far East 


0 
North 23% 


& South 
America 


57% 


Europe 


20% 


Canada and denominated in Canadian 
dollars. As a result, the strengthening 

of the Canadian dollar against the US 
dollar in 2004 negatively affected 
Cameco’s results. A discussion about 
Cameco’s hedging program can be found 
in the uranium business section under 
the heading “Foreign Exchange”. 


Conversion Strategies 


Cameco’s objective is to build on and 
leverage its competitive advantage in 
conversion services. In doing so, it strives 
to meet three major goals: 


* maintain low-cost position, 
* protect and grow its market 
position, and 
* improve its supply flexibility. 
To achieve these goals, the company’s 
strategies are to: 


° 


improve margins by gaining cost 
efficiencies through quality and 
business process improvements and 
pursuing productivity gains through 
technological development, 


grow market share through product 
diversification to meet changing 
nuclear fuel requirements, 


optimize capacity utilization to meet 
the growing need for new supply in 
the long term, 


pursue partnering and other 
opportunities with other nuclear 
fuel cycle participants, and 


secure secondary supplies. 
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Capability to Deliver Results 


Cameco is pursuing the opportunity to 
provide a new fuel type to Bruce Power 
that will enhance its conversion supply 
capabilities. The Port Hope conversion 
facility currently supplies natural UO, 
powder for the manufacture of fuels for 
Candu reactors operating in Canada and 
other countries. The market for UO, is 
changing, at least partially, due to the 
planned introduction of slightly enriched 
uranium (SEU) in place of the natural 
uranium dioxide in some Candu 
reactors. SEU is a uranium dioxide 
powder that has an enrichment level 

up to 2.5% U-235, and is the primary 
uranium component of a new type of 
fuel that is proposed for use. The new 
fuel will increase the number of bundles 
as well as the concentration of U-235. 
This will result in an inherently safer 
design as the same amount of bundle 
power is distributed to more elements, 
reducing fuel element temperatures. 
The new design also incorporates a métal 
called dysprosium that will enhance the 
safety of the reactor by adding an 
additional braking feature. Commonly 
used in magnets and halogen lights, 
dysprosium has the ability to readily 
absorb neutrons and safely shut down 

a reactor. 


Cameco’s technology development group 
developed the process to produce SEU 
through blending, providing the 
company with an opportunity to 
participate in a changing market. 


Our initial plan is to produce SEU for 
Bruce Power’s B reactors as part of a 
power uprate project that is expected to 
add about 400 megawatts to Ontario's 
electricity grid, an increase of almost 
9% over current capacity. 


In 2004, work continued toward 
regulatory approval of plans to 
produce SEU at Port Hope. The final 
environmental assessment (EA) study 
report was submitted for review in 
November to the CNSC and other 
agencies. The CNSC will gather the 
responses and prepare a draft screening 
report to be issued for public comment. 
The regulatory process was delayed 

by about six months by a peer review 
of the company’s draft EA study report 
undertaken by the municipality of 


Port Hope in response to community 
concerns. The peer review conclusions 
generally supported the EA study report. 
Engineering work has continued on 

the detailed design of the SEU 

blending facility. 


The total annual quantity of SEU 
produced will depend on future market 
development. The SEU product would 
replace a limited volume of the current 
natural UO, product sales. Production 
of SEU at our Port Hope operation is 
subject to regulatory approval. 


Cameco believes it has the appropriate 
capabilities in place to maintain its 
low-cost status, protect and grow 

its market position and improve its 
supply flexibility. We need to remain 
competitive in the longer term and have 
the flexibility to quickly take advantage 
of future new market opportunities. 
Cameco is currently reviewing options 
to grow the conversion business to meet 
these longer-term opportunities. 


As with our uranium business, we need 
to ensure we have adequate human 
resources to replace the aging workforce. 
About 40% of the conversion services 
workforce was age 50 or more at 
December 31, 2004. We are developing 

a people strategy to meet that challenge. 


Conversion Business Results 


Cameco’s conversion business consists 
of the uranium refining and conversion 
facilities located in Ontario. 


Revenue 


Revenue from the conversion business 
rose marginally in 2004 to $144 million 
from $142 million in 2003 due to a 1% 
increase in selling price and a 1% 
increase in sales volume. Record annual 
conversion sales of 16.9 million kgU 
were achieved. 


Cost of Products and Services Sold 


In 2004, the cost of products and services 
sold was $102 million compared to 

$92 million in 2003, an increase of 11% 
due to higher unit costs. In 2004, unit 
costs were adversely affected by a 29% 
decline in production related to a labour 
dispute. Since it is Cameco’s policy to 
account for its inventory on a weighted 


average basis, the unit cost of product 
sold tends to rise as production declines. 
On a per unit basis, the cost of products 
and services sold increased by about 9% 
over the previous year. 


Depreciation, Depletion and 
Reclamation 

In 2004, depreciation, depletion and 
reclamation (DD&R) charges were 

$10 million compared to $11 million 

in 2003. In spite of higher deliveries, 
total DD&R declined compared to 2003 
as sales in 2004 included a higher 
proportion of purchased conversion. 


Gross Profit 


In 2004, gross profit from the conversion 
business amounted to $33 million 
compared to $40 million in 2003, a 
decrease of 18%. This decline was largely 


Conversion Business Highlights 


Revenue ($ millions) 


Gross profit ($ millions) 


Gross profit % 


% change 


elie 


Sales volume (million kgU) 


Production volume (million kgU) 


attributable to the higher unit cost of 
product sold. The gross profit margin for 
the conversion business declined to 23% 
from 28% in 2003. 


Conversion Services Outlook 
for 2005 
Revenue from the conversion business is 


likely to be marginally higher than in 
2004 due to an expected 5% increase in 


Bruce Posfet cleafGeneratingiacilityit Ontario, Canada. 


- 


Nuclear Electricity 


Business 


Cameco has a 31.6% interest in the 
Bruce Power Limited Partnership. Bruce 
Power’s business is the generation and 
sale of electricity into the Ontario 
wholesale market. Bruce Power 


generates electricity from four Bruce B 
and two Bruce A nuclear-powered units. 
These six units have the capacity to 
supply about 20% of Ontario’s 
electricity needs. 


In addition to the carrying value of its 
investment in Bruce Power, Cameco has 
provided certain financial assurances on 
behalf of the partnership. Cameco’s 
maximum exposure under these 


the average realized selling price, partially 
offset by a forecast 4% reduction in 
deliveries. Conversion sales volume is 
expected to total about 16.2 million kgU 
in 2005 compared to 16.9 million kgU 

in 2004. Production for 2005 is projected 
to be about 13.5 million kgU, up from 
9.5 million kgU in 2004. As a result, unit 
costs are expected to be lower than in 


2004, improving the profit margin. 


arrangements is $203 million. At 
December 31, 2004, the actual exposure 
was $130 million. See note 16 to the 
consolidated financial statements. 


Cameco has extended a $75 million 
loan to the partnership. The loan is 
due February 14, 2008 and bears 
interest at 10.5% per annum. At 
December 31, 2004, the entire amount 
was outstanding. 
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Cameco has entered into fuel supply 
agreements with Bruce Power for the 
procurement of the fabricated fuel. 
Under these agreements, Cameco 

will supply uranium and conversion 
services, and contract for and finance 
the purchase of fabrication services. 
Contract terms are generally at market 
rates and on normal trade terms. 
During 2004, sales of uranium and 
conversion services to Bruce Power 
amounted to $25 million, representing 
2.4% of Cameco’s total revenue. At 
December 31, 2004, amounts receivable 
under these agreements amounted to 
$21 million. 


Ontario Electricity Market 


On December 9, 2004, the Ontario 
government passed legislation that 

will restructure the electricity sector to 
address the widening gap between supply 
and demand in the province. Bill 100 
details a range of measures intended to 
encourage private investment, expand 
market participation, maintain price 
stability and construct or conserve 
25,000 MW of capacity by 2020. 


The government has established the 
Ontario Power Authority to ensure 
adequate supply, and to promote new 
supply through requests for proposals 
or other negotiations. 


The bill includes a requirement that the 
Independent Electricity System Operator 
(previously the Independent Electricity 
Market Operator) ensures that power 
users pay the true cost of electricity, 
taking into consideration the mix of 
regulated and market prices paid to 
generators. Cameco expects the 


Ontario Electricity Spot Price 
(monthly average $/MWh) 


legislation will bring much needed 
clarity and stability to Ontario’s 
electricity sector. 


Nuclear Electricity Business — 
Key Performance Drivers 


The major factors that drive Bruce 
Power's results are: 


* prices, 
* volume, and 


* costs. 


Prices 


Bruce Power earnings are significantly 
affected by fluctuations in electricity spot 
market prices, which in turn are affected 
by supply (temporary generating station 
shutdowns) and demand (mainly driven 
by weather). 


To reduce its exposure to fluctuations in 
spot market prices, Bruce Power has a 
portfolio of fixed-price sales contracts. 
Bruce Power’s proportion of output 
being sold under fixed price contracts 
will continue to decrease in 2005. For 
2005, 36% of Bruce Power’s planned 
output is expected to be sold under 
fixed-price contracts. This compares 
with 48% in 2004 and 65% in 2003. 
The major reason is the uncertainty in 
Ontario’s electricity market, as buyers 
and sellers have adopted a “wait and see” 
attitude to forward contracting until the 
market structure is stronger. 


Volume 


Bruce Power’s output is affected by 
shutdowns, both those that are planned 
for maintenance and those that are 
unplanned. Bruce Power attempts to 


Bruce Power sold 52% of its output on the Ontario spot market during 2004. 


100 
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achieve high output through effective 
maintenance programs, as well as various 
investments that can help secure and 
improve performance. Since about 95% 
of Bruce Power’s costs are fixed, volume 
improvements are directly reflected in 
financial results. 


Costs 


In 2004, operating costs (including 
depreciation and amortization) totalled 
$1,178 million, 38% higher than in 2003. 
This was due primarily to the fact that 
six units are operational rather than four 
and the resulting increase in staff and 
material costs. 


Growth 
Bruce Units A1 & A2 


Bruce Power is examining the feasibility 
of restarting Bruce units Al and A2 to 
serve Ontario’s growing electricity needs. 
The feasibility study and project plan are 
expected to be completed in 2005 and 
Bruce Power management and the 

Bruce Power partners will review them. 
Cameco expects to make a decision in 
2005 on whether or not to proceed with 
this. investment. 


Cameco believes that looking at 
restarting these two units is a logical first 
step in determining if Bruce Power can 
play a growing role in meeting Ontario’s 
future energy needs. The study will 
determine if an adequate return on 
investment can be achieved. The study 
will also establish what improvements 
are needed to extend the lives of the four 
Bruce B reactors and the two operating 
Bruce A reactors, which are scheduled 

to be taken out of service over the next 
15 years. 


Point Lepreau 


Cameco, together with TransCanada and 
BPC Generation Infrastructure Trust, 
continues to study the potential 
investment in the Point Lepreau nuclear 
generating station in New Brunswick. 
They have asked Bruce Power Inc. to 
conduct on-site due diligence as part of 
an evaluation of the facility. The 
evaluation process and discussions 
continue, with New Brunswick Power 
asking Bruce Power to submit a firm 


proposal for the refurbishment of the 
Point Lepreau station. 


Point Lepreau is a 680-MW Candu 
reactor similar to the Bruce Power 
reactors in Ontario. 


Capability to Deliver Results 


Bruce Power has an experienced 
executive team leading about 3,600 
highly skilled employees. Together they 
achieved a 37% increase in output 
during a year where a vacuum building 
inspection was completed and required 
the four B units to be shut down for 
about one month. Bruce Power has 
invested, and continues to invest, 
substantial amounts to improve reactor 
output and reliability. 


At the same time, Bruce Power’s ongoing 
emphasis on safety was reflected in its 
accident frequency of zero acute lost- 
time injuries for every 200,000 hours 
worked in 2004. That was significantly 
better than the company’s already 
ambitious target of 0.2 acute lost-time 
injuries for every 200,000 hours worked. 


Bruce Power’s cash flows provide a 
source of funds to make investments that 
improve its operational performance and 
expand its capacity. 


Cameco has a goal to expand its nuclear 
generation business using Bruce Power 
and through Cameco-directed activities. 
We can draw upon our direct experience 
from Cameco’s partnership in Bruce 
Power and will further enhance our 
capabilities internally to pursue further 
growth in this business. 


Cameco intends to build in-house 
expertise in reactor operations and 
electricity marketing. We seek to do this 
in a number of ways. First, when 
possible, we gain insight into the 
operational and commercial side of the 
business from Bruce Power. Second, we 
pursue nuclear generating opportunities 
that have the potential to augment our 
knowledge. For example, when Cameco 
bid on the South Texas Project, which we 
ultimately did not win, we would have 
had the opportunity to market our share 
of the electricity in the Texas market. The 
South Texas Project would have also 
given us more insight into light water 
reactor technology, expanding our 


Electricity Business Highlights 


Bruce Power Limited Partnership (100% basis) 


Output (terawatt hours) 


($ millions) 
Revenue 


Operating costs 


-cash costs (materials, labour, 
services & fuel) 


-non cash costs (depreciation 
& amortization) 


Interest 
Earnings before taxes 
Cash from operations 


Capital expenditures (including 
sustaining capital) 


2004 


eo Olek: 
82 


2003 


JL nn aA ee 


% change 


1,017 764 33 

161 89 81 

405 333 14 

67 69 (3) 

338 286 18 
me or Pes S27 eo me ae 8 
359 528 (32) 


“Capacity factor for a given period represents the amount of electricity actually produced for sale as a 
percentage of the amount of electricity the plants are capable of producing for sale. 


knowledge beyond the Candu 
technology at Bruce Power. Third, we 
seek active ownership to allow, where 
possible, participation in management 
oversight of generation facilities. 


Electricity Business Results 


The operating results of Bruce Power are 
accounted for using the equity method 
and thus Cameco’s share of Bruce Power 
earnings are not consolidated with 
Cameco’s net earnings. 


Earnings 


In 2004, Bruce Power earnings before 
taxes were $338 million compared to 
$286 million in 2003. The increase can 
be attributed to higher electricity 
generation in 2004 compared to 2003. 


Cameco’s Earnings From Bruce Power 


(S millions) 


Bruce Power's earnings before taxes (100%) 


Adjustments: 
Sales contract valuation 


Interest capitalization 
0 1 loan to 

Fair value increments on assets 
Pre-tax earnings from Bruce Power 


Cameco’s pre-tax earnings from Bruce 
Power in 2004 amounted to $121 million 
compared to $108 million in 2003. 


Revenue 


In 2004, revenue totalled $1,583 million, 
up 31% from 2003. Bruce Power’s 
realized price averaged $47 per MWh 
from a mix of contract and spot sales, a 
2% decrease over the same period last 
year. The Ontario electricity spot price 
averaged about $50 per MWh during 
2004 compared to $54 per MWh a year 
earlier. During 2004, about 48% of Bruce 
Power's output was sold under fixed- 
price contracts compared to 65% in 2003. 


The Bruce Power units achieved a total 
capacity factor of 82% in 2004, down 
from 85% in 2003. Bruce Power 


2004 2003 %change 
Ge Saas [ere hee Vee 
ee (ee ee 
121 108 12 
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produced 33.6 terawatt in 2004, an 
increase of 37% over the previous year, 
reflecting the addition of the two A 
units, as well as the 3% increase in 
reactor power at unit B6, which was 
achieved through fuel reconfiguration. 


Costs 


In 2004, operating costs (including 
depreciation and amortization) totalled 
$1,178 million, 38% higher than in 
2003. This was primarily as a result of 
operating six units rather than four and 
the resulting increase in staff and 
material costs. 


Cash operating costs were impacted by 
outage expenses incurred during 2004 
and included $16 million for the 
technical feasibility study of restarting 
units Al and A2. In 2004, depreciation 
and amortization expense was up 81% 
compared to 2003 due primarily to the 
amortization of capital costs related to 
the restart of units A3 and A4. 


About 95% of Bruce Power’s operating 
costs are fixed. As such, most of the 

costs are incurred whether the plant is 
operating or not. On a per unit basis, the 
2004 operating cost was $35 per MWh, 
similar to 2003. 


Cash from Operations 


For 2004, Bruce Power generated 

$439 million in cash from operations 
compared to $387 million in 2003 due 
to increased generation. All of Bruce 
Power’s cash flow has been reinvested 
in its plants. 


Capital Expenditures 


In 2004, capital expenditures were 
$359 million compared to $528 million 
in 2003 when programs to restart units 
A3 and A4 were under way. The 

$359 million expenditure in 2004 was 


less than the expected $400 million due 
to a reorganization of planned outages, 
some savings and a deferral of about 
$15 million into 2005. 


For 2004, Bruce Power’s operating cash 
flows, along with cash on hand, allowed 
for the repayment of $110 million of 
short-term debt. 


Outlook for 2005 


Bruce Power’s results in 2005 are 
anticipated to decline modestly from 
2004 due to increased costs related to 
higher depreciation and amortization 
on the A units, higher outage costs and 
higher fuel costs. Results, however, are 
sensitive to the Ontario electricity price, 
where the market structure is under 
review, and the operating performance 
of the Bruce Power units. 


2005 Planned Outages 


Refurbishment of existing unit critical 
components is planned in 2005 as part 
of the maintenance program outlined 
below. Capacity factors for the year are 
expected to average about 85%. For 
2006, a significant reduction in time and 
expenditure on refurbishment programs 
for the six reactors currently operating is 
anticipated. This excludes any potential 
refurbishment efforts for units Al and 
A2. The long-term goal is to reach a 
capacity factor of 90%. 


Aunits + A3 began its first planned 
outage on January 8, 2005 
and will be offline for about 


two months. 


* A4 is scheduled to go offline 
for inspection later in the first 
quarter for up to two months, 
returning to service in the 
second quarter. 


2005 Bruce Power Capital Expenditures (100%) 


($ millions) 


Bruce B turbines/power uprate __ 
Bruce A steam generators 
Infrastructure projects 

Sub total 


Sustaining capital and site service support areas 


Total 
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ae 

ers 
80 
265 
110 
375 


Bunits * One B unit is scheduled to go 
offline in the second quarter 
for up to three months, 
returning in the third quarter 
after low-pressure turbine 
rotors have been replaced. 


* One B unit has a scheduled 
outage in the third quarter to 
replace the low-pressure 
turbine rotors and clean 
steam generators. The outage 
is expected to last up to two 
months with the unit 
returning to service in the 
fourth quarter. 


2005 Capital Expenditures (100%) 


Bruce Power capital expenditure 
program for the two A and four B units 
is expected to total $375 million in 2005. 
This includes $110 million for sustaining 
capital and site service support, with the 
balance for refurbishment and upgrades. 


Cameco expects that funding of 
these projects will come entirely from 
Bruce Power cash flows. However, 
available funds will depend on the 
electricity market prices and the 
operational performance of the Bruce 
Power reactors. 


At this level of planned capital 
expenditures, and excluding any new 
capital expenditures for growth initiatives 
such as the restart of units Al and A2, 
cash distributions from Bruce Power are 
possible in 2005. The partnership will 
determine whether to take cash 
distributions or reinvest in Bruce Power 
or other growth initiatives. Any cash 
distributions will depend on the Ontario 
electricity market prices and the 
operating performance of Bruce Power. 


Electricity Price Sensitivity 
Analysis 


For 2005, about 36% of Bruce Power’s 
planned output will be under fixed-price 
contracts. A $1.00 per MWh change in 
the spot price for electricity in Ontario 
would change Cameco’s after-tax 
earnings from Bruce Power by about 

$5 million. 


Centerra Gold Inc. 


Cameco owns 52.7% of Centerra, which 
is listed and publicly traded on the 
Toronto Stock Exchange (TSX). Centerra 
began trading on the TSX under the 
symbol CG in June 2004. We transferred 
substantially all of our gold assets to 
Centerra as part of our strategy to 
unlock the value contained in these 


gold properties. 


The geographic focus of Centerra’s 
exploration, development, and 
acquisition efforts is in Central Asia 
and the former Soviet Union. Centerra 
is a leading North American gold 
producer and the largest western-based 
gold producer in Central Asia and the 


former Soviet Union. 


Centerra owns 100% of the Kumtor mine 
in the Kyrgyz Republic, a 95% interest 

in the Boroo mine in Mongolia and 
operates both mines. It also has interests 
in exploration properties, including a 
100% interest in the Gatsuurt property 
in Mongolia, 35 kilometres from the 
Boroo mine, and a 62% interest in the 


REN property in Nevada. 


Centerra’s growth strategy is to increase 
its reserve base and expand its current 
portfolio of gold mining operations by: 


* developing new reserves at existing 
mines from in-pit, adjacent and 
regional exploration, 

* further delineating the mineralized 
zone at the REN property on the 
Carlin Trend in Nevada, 

* pursuing new gold properties 
through exploration programs 
focused primarily on Central Asia 
and the former Soviet Union and 
other emerging markets, and 

* actively pursuing selective 
acquisitions, with a focus on mid-to 
advanced-stage exploration and 
development properties primarily 
in Central Asia, the former Soviet 
Union and other emerging markets. 

At the end of 2004, Centerra announced 
it had: 


* increased reserves at both of its 
mines, extending mine lives by about 
one year, and 

* significantly expanded resources at 
the Gatsuurt and REN projects. 

Centerra is building its exploration 
program to further expand its reserve 
base and is actively seeking acquisitions. 


Cameco believes that Centerra will be 


successful in its growth strategy and 
ultimately add more value to our 
investment in Centerra. 


In the longer term, Cameco will look for 
the right opportunity to reduce its gold 
investment and ultimately fully divest. It 
is not our intention to sell quickly, but 
rather to encourage Centerra to grow 
and gain value for Cameco’s 
shareholders. The decision whether to 
divest will also depend on the need to 
fund other investment opportunities in 


the nuclear energy business. 


($US/oz) 


PMA: JadaeASSsO[NeD 


Gold Business Financial Highlights 


(fully consolidated financial highlights including the minority interest) 


2004 2003 % change 
Reventie (S millions) (eee 323 oe eee coe 
Gross profit ($ millions) 108° 
Glos pron) hiram | ote ete m8 Oe pnc 
Sales volume (ounces)’ 618,843 5 eur ee eee 


“Comprising one-third of Kumtor to June 22, 2004 and 100% thereafter. 


For further information on Centerra, 
please see its annual report and annual 
information form for 2004. 


Gold Operating Results 


The operating results of the Kumtor 
Gold Company (Kumtor) have been 
fully consolidated as of June 22, 2004. 
Prior to that, Cameco proportionately 
consolidated its interest in Kumtor. 
Cameco also fully consolidates the 
results of Boroo, Centerra’s gold mine 
in Mongolia. Cameco adjusts for a 47% 
minority interest in Centerra, which 
reflects that share of earnings attributable 
to shareholders other than Cameco. 


Gold Financial Results 


In 2004, revenue from the gold 

business increased to $323 million from 
$114 million in 2003, reflecting the full 
consolidation of Kumtor’s results since 
June 2004 as well as production from the 
Boroo mine. A higher realized price for 
gold also added to revenue, increasing 

to $397 (US) in 2004 compared to 

$334 (US) in 2003. This was due to 

a reduced hedge level, which provided 


Gold Production Highlights 


Boroo (100%)’ 
Production (ounces) 


Total cash cost ($US/ounce 


greater exposure to the higher spot price. 


The Canadian dollar revenue does not 
reflect this entire increase due to the 
strength of the Canadian dollar relative 
to 2003. 


Production at the Kumtor mine 
decreased by 20,224 ounces in 2004 
due to a lower ore grade that averaged 
4.4 grams per tonne (g/t) compared to 
4.5 g/t in 2003. Kumtor’s total cash cost 


per ounce increased slightly to $202 (US) 


compared to $191 (US) in 2003 due to 
the decrease in production. 


Production at Boroo totalled 

217,998 ounces since commercial 
production was declared on March 1, 
2004. Boroo’s total cash cost per ounce 
was $149 (US) for the 10-month post- 
commercialization period. 


The gross profit margin for gold declined 


marginally to 34% in 2004 compared to 
35% in 2003. 


Gold Outlook for 2005 


Based on Centerra’s current operations, 
total production for the year is forecast 
at 762,000 ounces, a decline of almost 
16% from 2004, primarily as a result 


2004 2003 % change 
A CER Ce 
gO eee 2d ete ares Sates ae &3 
= 6.217098 se tealg. a eheieen ier T= 3 
iu A Sh epee ee 


1 peter ey F 
Beginning in the third quarter of 2004, Cameco fully consolidates Kumtor's results. 


2 i pane 
Total cash cost is anon-GAAP measure and is discussed under “Non-GAAP measures — Total cash costs.” 


3 : 
Commercial operations commenced March 1, 2004. 
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of lower ore grades at the Kumtor 
mine. However, Centerra’s share of 
production is expected to increase to 
750,000 ounces from 610,287 in 2004 
due to the increased ownership level in 
both mines and a full year of operation 
at Boroo. 


At Kumtor, production in 2005 is 
expected to decline to 512,000 ounces 
from 657,329 ounces in 2004, due to 

a lower ore grade averaging 3.5 g/t 
compared to 4.4 g/t in 2004. Total cash 
costs at Kumtor are expected to be 
higher at $255 (US) per ounce due 

to the reduced production. As a result, 
profits are expected to be lower than 
in 2004. For Boroo, 2005 production 
is expected to be similar to 2004, at 
about 250,000 ounces. Total cash cost 
is forecast to be $179 (US) per ounce. 


Overall, gold earnings are expected 

to decline in 2005 from 2004 due to 
higher costs as a result of lower grades 
at Kumtor. 


In January 2005, Centerra announced 
new reserve and resource estimates 
for its properties. Based on these 
estimates, Centerra has reported that 
the mine life at both Kumtor and 
Boroo would be extended by one year. 
Cameco’s annual information form 
for 2004 includes these new reserve 
and resource estimates. 


Gold Price Sensitivity Analysis 


For 2005, gold sales are unhedged. 

A $10.00 (US) per ounce change in the 
gold spot price would change Cameco 
revenue by about $10 million (Cdn), 
cash flow by about $9 million (Cdn) and 
net earnings by about $4 million (Cdn). 


2004 Fourth Quarter 


Consolidated Results 


Consolidated revenue rose 33% to 
$361 million in the fourth quarter of 
2004, while net earnings increased 9% 
to $37 million or $0.21 per share. The 
improvement in fourth quarter net 
earnings was primarily due to higher 


2004 Fourth Quarter Consolidated Financial Highlights 


Revenue ($ millions) 


Three Three 
Months Months 
Ended Ended % 
Dec.31/04 Dec.31/03 change 
361 272 33 


Earnings from operations ($ millions) 4 
Cash provided by operations ($ millions) 5 


Net earnings ($ millions) 


pO ees ee) 


“Per share amounts reflect the three-for-one share split on December 31, 2004. 


realized prices in the uranium and gold 
businesses as well as significantly higher 
gold production. 


These improvements were partially 
offset by reduced earnings in the 
conversion business and higher charges 
for administration, exploration and 
interest. Administration costs increased 
by $5 million due to higher expenses 
associated with operating Centerra as a 
separate publicly traded company and 
increased stock compensation expenses. 


Exploration expenses rose by $7 million 
reflecting the increased activity in the 
uranium and gold businesses. Interest 
and other costs were up $3 million as 
they included $7 million in deferred 
issue costs related to the redemption of 
Cameco’s 8.75% preferred securities in 
the quarter. The impact of this expense 
was partially offset by higher interest 
income earned on cash balances held 
by Centerra. 


The effective tax rate decreased to 10% 
in the fourth quarter of 2004, compared 
to 41% in the same period of 2003 


due to a higher proportion of earnings 
coming from lower tax jurisdictions. 
The tax rate for the fourth quarter of 
2003 reflected the impact of a change 
in Ontario tax legislation. Excluding the 
tax adjustment, the effective rate in the 
fourth quarter of 2003 was 32%. 


Cash provided by operations in the fourth 
quarter was $59 million, compared to 
$79 million in the same period a year 
ago due to increased working capital 
requirements during the quarter. 


For more information on the fourth 
quarter of 2004, please see Cameco 
news release dated January 27, 2004. 


2003-2004 Quarterly 
Consolidated Financial 


Highlights 


The following points are intended to 
assist the reader in analysing the trends 
in the quarterly financial highlights 

for 2004. 


Quarterly Consolidated Financial Highlights 


+ Revenue trended higher throughout 
the four quarters due largely to a 
change in the ownership interest in 
the Kumtor mine. The third and 
fourth quarter revenues reflect the 
full consolidation of operating results 
from Kumtor whereas they were 
proportionately consolidated in the 
first half of the year. 


Revenue was significantly lower 
in the first quarter due to lower 
deliveries of uranium and 
conversion services. 


Net earnings do not trend with 
revenue and varied significantly 
from quarter to quarter for two 
main reasons. First, Cameco’s 
earnings are significantly influenced 
by results from Bruce Power. The 
equity method of accounting is 
applied to the investment in Bruce 
Power and therefore no revenue is 
recorded. Second, the net earnings 
in the second quarter of 2004 reflect 
a net gain of $89 million as a result 
of the Centerra restructuring 
transactions which occurred 

in June. 


2004 Consolidated 


Results 


Consolidated Earnings 


For 2004, Cameco’s net earnings were 
$279 million ($1.63 per share) compared 
to $208 million ($1.24 per share) in 
2003. The earnings for each of these 
years include unusual items, which 

make comparisons difficult. In 2004, 
Cameco recorded a net gain of 


($ millions except per share amounts) 2004 2003 
| Q4 aos, Gan Cimeetyear 04 Q3 Q2 Ql Year 


“Per share amount reflects the three-for-one share split on December 31, 2004. 
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$94 million related to the Centerra 
restructuring transactions and the results 
for 2003 included an $81 million tax 
adjustment as a result of changes in 
Canadian federal and Ontario provincial 
tax legislation. 


Excluding these items, Cameco recorded 
adjusted net earnings of $185 million 
($1.08 per share) compared to 

$127 million ($0.75 per share) recorded 
in 2003. This $58 million increase was 
attributable to improved results in the 
uranium and gold businesses as well as 
stronger performance at Bruce Power, 
partially offset by higher charges for 
administration and exploration. 


The improvement in the uranium 
business was due to a higher realized 
price, which was related mainly to the 
significant increase in the spot price for 
uranium. Earnings from Bruce Power 
benefited from a 37% increase in 
generation as a result of the restart of 
two A reactors (units 3 and 4). Results 
from the gold business improved due 
to increased production and a higher 
realized selling price. 


Excluding the tax adjustment in 2003, 
the effective rate for income taxes in 
2004 decreased to 19% from 33% as a 
higher proportion of earnings came 
from lower tax jurisdictions. Earnings 
from operations were $125 million 
compared to $75 million in 2003 and 
the aggregate gross profit margin 
increased to 23% from 20% in 2003. 


Corporate Expenses 


Administration 


In 2004, administration costs were 

$70 million, an increase of $22 million 
due to a combination of higher costs 
related to establishing and operating 
Centerra ($9 million), increased stock 
compensation expenses ($5 million) and 
higher expenditures for regulatory 
compliance. In 2004, Cameco and its 
subsidiaries incurred costs of $2 million 
related to Sarbanes-Oxley compliance. 
In addition, there were increased 

costs associated with growth and 
quality initiatives. 


Effective January 1, 2003, Cameco 
changed its accounting policy for 
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stock-based compensation opting to 
record compensation expense at the fair 
value of the options granted. The total 
expense is amortized over the vesting 
period of the options. For 2004, stock 
option expenses amounted to 

$7.2 million compared to $2.4 million 
in 2003. See note 17 of the consolidated 
financial statements. 


Interest and Other 


In 2004, interest and other costs 
declined by $2 million compared to 
2003 due to reduced foreign exchange 
losses ($3 million) and to gains related 
to the ineffective portion of derivative 
hedging instruments ($7 million). These 
improvements were partially offset by 
expenses recorded in connection with 
the redemption of the 8.75% preferred 
securities in 2004. As a result of the 
redemption, Cameco expensed $7 million 
in deferred issue costs, which were 
previously being amortized over the 
49-year life of the preferred securities. 
See note 11 of the consolidated 

financial statements. 


Income Taxes 


In 2004, income tax expense amounted 
to $73 million compared to a net 
recovery of $21 million for 2003. 

The tax expense for 2003 included 

$81 million in recoveries as a result of 
changes in Canadian federal and Ontario 
provincial tax legislation. 


Cash Flow From Operations 
($ millions) 

Cameco’s cash flow declined to 
$228 million from $250 million 

in 2003 due primarily to an increase 
in inventory levels. 


2002 


2003 2004 


Excluding the effects of the changes in 
legislation, income tax expense for 2004 
was $13 million greater than in 2003. 
The effective income tax rate declined to 
19% from 33% as a higher proportion of 
earnings came from lower tax 
jurisdictions. 


Income tax expense also includes large 
corporations taxes which amounted to 
$6 million in 2004 and $5 million in 
2003. See note 13 of the consolidated 
financial statements. 


Cash Resources 


Operating Activities 

In 2004, Cameco generated cash from 
operations of $228 million compared 

to $250 million in 2003. This decrease 
of $22 million was primarily due to an 
increase in inventory levels, which more 
than offset the benefit of higher revenue. 


Cameco’s cash from operations does 
not include its pro rata interest in 

Bruce Power’s operating cash flow. 

The pro rata share was $139 million in 
2004 compared to $117 million in 2003. 
Cameco accounts for this investment 
using the equity method and thus Bruce 
Power’s operating cash flows are not 
consolidated with Cameco’s. For further 
information, refer to note 16(c) of the 
consolidated financial statements. 


Investing Activities 


Cash used in investing activities 
decreased to $161 million from 

$463 million in 2003. This decline of 
$302 million was largely attributable to 
the $279 million investment in Bruce 
Power in 2003. In addition, expenditures 
in 2003 reflected the development of the 
Boroo mine. For 2004, investing activities 
included $34 million for sustaining 
capital at McArthur River/Key Lake, 

$28 million in development costs at 
Cigar Lake and $25 million in capitalized 
interest charges. The restructuring of the 
gold business required a net cash outlay 
of $4 million. 


Financing Activities 


In 2004, cash provided by operations 
exceeded cash used in investing activities 


Investments 


(S$ millions) 


UEX Corporation 


Pee gpecource: Ee pea ola ce 


Total 


by $67 million, allowing the company 
to repay $54 million of its long-term 
debt during the year. The initial public 
offering of common shares in Centerra 
generated $101 million after 
underwriters’ fees. See note 20(a) of the 
consolidated financial statements. 


Balance Sheet 


Cash 


At December 31, 2004, the consolidated 
cash balance totalled $190 million 

and Centerra held substantially the 
entire amount. 


Inventories 


At the end of 2004, total product 
inventories amounted to $387 million, 
$71 million or 22% higher than the 
previous year end. Of this increase, 
about $30 million was related to higher 
uranium inventory levels and about 
$25 million was due to an increase in 
unit costs for uranium. The remainder 
was related to higher gold inventory 
levels. See note 3 to the consolidated 
financial statements. 


Debt 


Effective January 1, 2004, Cameco 
changed its accounting policy for 
financial instruments. This change 
resulted in the preferred securities and 
convertible debentures being classified as 
debt rather than equity. See note 2(b) to 
the consolidated financial statements. 


On December 17, 2004, Cameco 
redeemed its 8.75% preferred securities, 
due September 30, 2047, in the principal 
amount of $125 million (US). The 
redemption of the principal amount plus 
accrued and unpaid interest was funded 
with lower-cost commercial paper. 


Book Value Market Value 
ee oO Cee 
Re Oe ey ae SIC 

18 79 

$462 $1,005 


At December 31, 2004, total long-term 
debt was $519 million, a decrease of 
$87 million compared to December 31, 
2003. At December 31, 2004, Cameco’s 
consolidated net debt to capitalization 
ratio was 13%, down from 22% at the 
end of 2003. 


Investments 


Cameco has a number of investments 
in publicly traded entities. The above 
table illustrates the book and market 
values for its more significant holdings 
as of December 31, 2004. 


Off-Balance Sheet Arrangements 


In the normal course of operations, 
Cameco enters into certain transactions 
which are not required to be recorded on 
its balance sheet. These activities include 
the issuing of financial assurances, 
derivative instruments and long-term 
product purchase contracts. These 
arrangements are discussed in the 
following sections of this MD&A and 
the notes to the financial statements: 


* Financial assurances — disclosed in 
Nuclear Electricity Business on page 
29, Liquidity and Capital Resources 
on page 38, Business Risks and 
Uncertainties on page 41 and in 
notes 6, 7 and 16 of the consolidated 
financial statements. 


Derivative instruments — disclosed 
in Uranium Business on page 17, 
Business Risks and Uncertainties on 
page 41, Critical Accounting 
Estimates on page 45 and in note 22 
of the consolidated financial 
statements. 


Long-term product purchase 
contracts — disclosed in Uranium 
Business on page 17, Liquidity and 


Capital Resources on page 38 and in 
note 21(d) of the consolidated 
financial statements. 


Consolidated Outlook 


for 2005 


In 2005, consolidated revenue is expected 
to grow by about 10% over 2004 due to 
increases in the uranium and gold 
businesses. On a consolidated basis, the 
gross profit margin is projected to 
improve from the.23% reported in 2004. 


In the uranium business, revenue is likely 


to be significantly higher due to a 
stronger realized price and increased 
volumes. Revenue from the conversion 
business is likely to be marginally higher 
than in 2004 due to an expected 5% 
increase in the average realized selling 
price, largely offset by lower deliveries. 


Bruce Power results in 2005 are 
anticipated to decline modestly from 
2004 due to increased costs related to 
higher depreciation and amortization on 
the A units, higher outage costs and 
higher fuel costs. 


Revenue in the gold business is expected 
to be higher due primarily to a full year 
of consolidating the results from 
Kumtor, a wholly owned subsidiary of 
Centerra. However, gold results are 
anticipated to decline in 2005 from 2004 
due to higher costs as a result of 
expected lower grades at Kumtor. 


In 2005, total capital expenditures 

are expected to more than double 

to $300 million. Capital expenditures 
are classified as growth or sustaining. 
Growth capital is defined to be capital 
spent to bring on incremental 
production. Everything else is sustaining 
capital. Cameco expects it will have 
sufficient debt capacity and cash from 
operations to fund our capital 
expenditure program. 


For growth projects, total expenditures 
are projected to be $167 million, an 
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Capital Expenditures™ 


(Cameco’s share in $ millions) 


Growth Capital 


2005 Plan 2004 Actual 


PU CORVGES IONS CIM IC OS Feit cares cee OO Gee ay vaca ee 


Total Development $ 167 
Sustaining Capital 

McATUIURRIVel/Key Lake) ee 8 pee ee 
AUS ISIS a pe nt et Ao. Dore d e eee 


_ Conversion Se 
Other 


Total Sustaining 


“The table excludes expenditures in the gold business amounting to $30 million for 2005 and 


$12 million for 2004. 


increase of $118 million compared to 
2004. The increase is attributable to: 


* development activity at Cigar Lake 
and Inkai, 

* construction of the slightly enriched 
uranium (SEU) blending facility at 
Port Hope, and 

* expansion of production capacity at 
McArthur River and US ISL mines. 

Expansion at McArthur River, producing 
SEU at Port Hope and development at 
Inkai are subject to regulatory approvals. 


Sustaining capital expenditures are 
expected to be higher in 2005 than in 
2004 due to ongoing mine development 
work, pumping and water treatment 
projects at McArthur River, and well field 
expansions at the US ISL operations. 
Sustaining capital expenditures will 

also increase at conversion services to 
improve production processes and meet 
new regulatory requirements. 


Liquidity Indicators 


Cash provided by operation ($ millions) 


Cash provided by operations/net debt’ (%) 


Net debt'/total capitalization (%) 


Liquidity and Capital 


Resources 


Overview 


Financial liquidity represents the 
company’s ability to fund future 
operating activities and investments. 
Some important measures of liquidity 
are summarized in the table below. 


In 2004, Cameco redeemed all 

$125 million (US) of its outstanding 
8.75% preferred securities. Cameco also 
replaced its revolving credit facility with 
a new $500 million, five-year, unsecured 
revolving credit facility. 


Indicators Defined 


Cash provided by operations reflects the 
net cash flow generated by operating 


Total debt less cash and cash equivalents based on consolidated amounts. 
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activities after consideration for changes 
in working capital. 


Cash provided by operations to net debt 
indicates the company’s ability to meet 
debt obligations from internally 
generated funds. Cash provided by 
operations does not include Cameco’s 
pro rata interest in Bruce Power’s 
operating cash flow of $139 million in 
2004 compared to $117 million in 2003. 
Cameco accounts for this investment 
using the equity method and thus Bruce 
Power’s operating cash flows are not 
consolidated with Cameco’s. For further 
information, refer to note 16(c) of the 
consolidated financial statements. 


Net debt to total capitalization measures 
the company’s use of financial leverage. 
A lower percentage means less reliance - 
upon debt as a source of financing. 
Although debt is a lower cost form of 
financing compared to equity, a lower 
percentage of debt also represents lower 
repayment obligations. At December 31, 
2004, the consolidated cash balance 
totalled $190 million and Centerra held 
substantially the entire amount for its 
own use. 


Credit Ratings 


As of February 2005, the company has 
the following ratings for its senior debt 
from third-party rating agencies: 
* Dominion Bond Rating Service 
Limited 
“A (low)” with a stable outlook. 
* Moody’s Investors Service 
“Baal” with a stable outlook. 
* Standard & Poor’s 
“BBB+” with a stable outlook. 


Debt 


In addition to cash flow from operations, 
debt is used to provide liquidity. Cameco 


2004 2001 2000 
228 102 gee 
i sO eee oe a ge ag 
ee A eg, ee ae 


Contractual Cash Obligations 


As at December 31, 2004 

($ millions) Total Due in Less Due in 1-3 Due in 4-5 Due After 5 
Than 1 Year Years Years Years 

eM ee ee eee ae ee ee ee 

Unconditional product purchase obligations”? 1,086 159 284 243 400 

Total contractual cash obligations 1,652 176 435 410 631 


Includes the unamortized value of the conversion option associated with the convertible debentures. See note 6 to the consolidated financial statements. 


? Denominated in US dollars. Converted to Canadian dollars at the December 31, 2004 rate of $1.2036. 


Shan i ee 9 < 
Virtually all of Cameco's product purchase obligations are under long-term, fixed-price arrangements. 


Commercial Commitments 
As at December 31, 2004 


(S$ millions) 


Total amounts 


Cameco uses the revolving credit facility 
to, among other things, provide liquidity 


committed support for its commercial paper 
Standby letters of credit! 204 program. Commercial paper outstanding 
once ee oe home eT Bt ee ote Rai Cero Ui NEN ee PU ue einer a teak 
scan ek a Hatem. hice ailion 
Total commercial commitments 341 


"The standby letters of credit maturing in 2005 were issued with a one-year term and will be automatically 
renewed on a year-by-year basis until the underlying obligations are resolved. These obligations are primarily 
the decommissioning and reclamation of Cameco’s mining and conversion facilities. As such, the letters of 
credit are expected to remain outstanding well into the future. 


2 At December 31, 2004, Cameco's total commitment for financial assurances given on behalf of Bruce Power is 
estimated to be $130 million. See note 16 to the consolidated financial statements. 


3 Under its initial 15% partnership interest, Cameco agreed to invest up to $100 million in Bruce Power. To the 
end of 2004, Cameco had invested $93 million in the partnership. 


has access to about $740 million in 
unsecured lines of credit. 


Commercial lenders have provided 

a $500 million five-year, unsecured, 
revolving credit facility, available until 
November 30, 2009, with annual 
extension provisions. Up to $100 million 
of this facility can be used to support 


letters of credit. The facility ranks 
equally with all other senior debt of the 
company. At December 31, 2004, there 
were no amounts outstanding under 
these credit facilities. 


The company may borrow directly from 
investors by issuing commercial paper up 
to $400 million. To the extent necessary, 


2002-2004 Consolidated Financial Highlights 


For the year ended December 31 


Cameco also has agreements with 
various financial institutions to provide 
up to $243 million in short-term 
borrowing and letter of credit facilities. 
These arrangements are predominantly 
used to fulfill regulatory requirements 
to provide financial assurance for future 
reclamation of the company’s operating 
sites. Outstanding letters of credit 

at December 31, 2004 amounted to 
$204 million. See “Business Risks — 
Reclamation and Decommissioning” 

in this MD&A and note 7 to the 
consolidated financial statements. 


Cameco has operated within the 
investment grade segment (high credit 
quality) of the market when obtaining 
credit. The cost, terms and conditions 
under which financing is available vary 
over time. While future access to credit 
cannot be assured, it was readily available 


($ millions except per share amounts) 2004 during 2004. 
VEUGULUS C2 > A cles Raters in ehteaaa LOGS veers Oo) ee eas 
SAUD ACLS) SN 52S a ee ICE Nie leet, Reva Debentures 
Net earnings 279 
- per common share (basic) 1.63 Cameco has $50 million outstanding in 


senior unsecured debentures that bear 
interest at a rate of 7% per annum and 


Total assets 4052 3,431 3,023 will mature July 6, 2006. Cameco also 
Long-term debt maturing within one yeat enh carmen Onn, has $100 million outstanding in senior 
Dividends per common share $ 0.20 $ 0.20 SiOan7, unsecured debentures that bear interest 


“Per share amounts reflect the three-for-one share split on December 31, 2004. 


at a rate of 6.9% per annum and will 
mature July 12, 2006. 
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Convertible Debentures 


Cameco has $230 million outstanding in 
convertible debentures. The debentures 
bear interest at 5% per annum, mature 
on October 1, 2013, and at the holder’s 
option are convertible into common 
shares of Cameco. The debentures are 
redeemable by the company beginning 
October 1, 2008 at a redemption price 
of par plus accrued and unpaid interest. 
See note 6 to the consolidated 

financial statements. 


Debt Covenants 


Cameco is bound by certain covenants 
in its general credit facilities. The 
financially related covenants place 
restrictions on total debt, including 
guarantees, and set minimum levels for 
net worth. As of December 31, 2004, 
Cameco met these financial covenants 
and does not expect its operating and 
investment activities in 2005 to be 
constrained by them. 


Outstanding Share Data 


At December 31, 2004, there were 

173 million common shares and one 
Class B share outstanding. In addition, 
there were 4.9 million stock options 
outstanding with exercise prices ranging 
from $5.00 to $33.23 per share. Cameco 
also had convertible debentures in the 
amount of $230 million outstanding at 
year end. This issue may be converted 


into a total of 10.6 million common 
shares at a conversion price of $21.67 
per share. See notes 6, 9 and 17 of the 
consolidated financial statements. 


Related Party 


Transactions 


Cameco buys a significant amount of 
goods and services for its Saskatchewan 
mining operations from northern 
Saskatchewan suppliers to support 
economic development in the region. 
One such supplier is Kitsaki 
Management Limited Partnership. 
Harry Cook, a director of Cameco, was 
the chair of this company and was also 
the Chief of Lac La Ronge Indian Band, 
which owns Kitsaki. In 2004, Cameco 
had paid Kitsaki subsidiary companies 
$23 million for transportation and 
catering services. Chief Cook has retired 
as Chief of the Lac La Ronge Indian 
Band as of March 31, 2005. 


Non-GAAP Measures 


In addition to disclosing results in 
accordance with Canadian generally 
accepted accounting principles 
(GAAP), Cameco also provides 
supplementary non-GAAP measures 
as a method to evaluate the company’s 
operating performance. 


Reconciliation of Cash Cost Per Ounce to Cost of Sales 


($ millions unless otherwise noted) 


Adjust for 


SUS $Cdn 
oO ees 
1,9 25 


_Byproduct 
Non-operatin 


inventory movement | a ee Oe 


sts 


__Pre-acquisition. 


es ee ae cee fee arnt al Spay Aitee eet O 


Ounces poured (thousands) 
Total cash per ounce ($/ounce) 
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- § 2158 
875.3 
$ S. 6247 


Adjusted Net Earnings 


The measure “adjusted net earnings” for 
2004 excludes the earnings impact of 
the transactions related to the Centerra 
restructuring. The restructuring allowed 
Cameco to recognize an increase to net 
earnings of $94 million ($0.55 per share). 


The measure for 2003 excludes the effect 
of changes in Canadian federal and 
Ontario provincial tax laws. Together, 
the changes in the tax legislation allowed 
Cameco to recognize a reduction in 
deferred income taxes of $81 million 
($0.48 per share). 


Cameco believes the exclusion of these 
items provides a more meaningful basis 
for period-to-period comparisons of the 
company’s financial results. 


Total Cash Cost 


This MD&A presents information 
about total cash cost of production 

of an ounce of gold for the operating 
properties of Centerra. Except as 
otherwise noted, total cash cost per 
ounce is calculated by dividing total 
cash costs, as determined using the 
industry standard published by the 
Gold Institute, by gold ounces produced 
for the relevant period. The Gold 
Institute is a non-profit international 
association of miners, refiners, bullion 
suppliers and manufacturers of gold 
products, which has developed a 
standard format for reporting costs 
on a per ounce basis. 


Total cash costs, as defined in the 

Gold Institute standard, include mine 
operating costs such as mining, 
processing, administration, royalties 

and production taxes, but exclude 
amortization, reclamation costs, 
financing costs and capital, development 
and exploration. 


Total cash cost per ounce has been 
included because certain investors use 
this information to assess performance 
of Cameco’s gold segment. The inclusion 
of total cash cost per ounce enables 
investors to better understand year-on- 
year changes in production costs, which 
in turn affect profitability and cash flow. 


Changes in Accounting 


Policies 


Effective January 1, 2004, Cameco 
adopted two new accounting policies. 
The first change was related to 
accounting for financial instruments 
and the second was related to hedging 
relationships. See note 2(b) of the 
consolidated financial statements. 


Effective January 1, 2004, Cameco 
adopted the amendments to CICA 
Handbook Section 3860, Financial 
Instruments. This change in accounting 
policy was applied retroactively and, 
accordingly, the consolidated financial 
statements of prior years were restated. 
The main result of this change was to 
classify Cameco’s convertible debentures 
and preferred securities as debt whereas 
they had been reflected as equity in the 
past. The amendments to this section 
were required by the CICA to be 
implemented for the 2005 fiscal year. 
However, Cameco chose to adopt the 
amendments early because it believed the 
result was a fairer representation of the 
nature of its financial instruments. 


Effective January 1, 2004, Cameco 
adopted the new Canadian Accounting 
Guideline, Hedging Relationships, which 
establish new criteria for hedging 
relationships in effect on or after 
January 1, 2004. The adoption of this 
accounting guideline was mandated by 
the CICA. 


Risk Management 


Cameco has developed and implemented 
a systematic process to qualitatively 
identify and report risks of corporate 
significance to senior management. The 
enterprise risk management (ERM) 
process requires corporate risk owners to 
periodically review the significant risks 
in their areas of responsibility and report 
on the effectiveness of the controls in 
place. This information is maintained in 
a corporate risk register, which is 


updated at least annually, or as new risks 
are identified. Regular reports on the 
ERM program status are made to 
management, and the risk register is used 
to inform the corporate audit programs. 
Management periodically identifies risks 
that require a more detailed examination 
of their controls. A discussion of 
Cameco’s areas of potential risk follows. 


Business Risks 


and Uncertainties 


For a more detailed discussion on risks 
and uncertainties, see the company’s 
2004 annual information form. 


Financial Risk 


Cameco’s financial condition is 
influenced by operational performance 
and by a number of market risks. The 
most significant of these risks are 
fluctuations in market prices and sales 
volumes of uranium, conversion, gold 
and electricity, foreign exchange rates 
and unit costs of production. Risk 
management strategies are employed 
to assist in identifying and mitigating 
these and other risks. 


Uranium Prices 


Because the majority of the company’s 
revenues are derived from the sale of 
uranium and uranium products, the 
company’s net earnings and operating 
cash flows are closely related and 
sensitive to fluctuations in the long- and 
short-term market price of U3Ox and for 
uranium conversion services. 
Historically, these prices have fluctuated 
and have been and will continue to be 
affected by numerous factors beyond the 
company’s control. Such factors include, 
among others: demand for nuclear 
power; political and economic 
conditions in uranium producing and 
consuming countries, such as Canada, 
the US and Russia and other republics 
of the Commonwealth of Independent 
States; reprocessing of used reactor fuel 
and the re-enrichment of depleted 
uranium tails; sales of excess civilian and 


military inventories (including from the 
dismantling of nuclear weapons) by 
governments and industry participants; 
and production levels and costs of 
production in countries such as Russia 
and other republics of the CIS, Africa 
and Australia. 


The company reduces its exposure to 
short-term volatility in uranium prices 
by maintaining a long-term contract 
portfolio that is diversified by price 
mechanism, delivery date and customer. 
About 60% of Cameco’s contract 
portfolio has been priced in relation to 
the spot or long-term price indicators in 
effect at or near the time of delivery. The 
remaining 40% has been sold at a fixed 
price (usually adjusted for inflation) over 
the term of the contract. The company’s 
sensitivity to changes in the uranium 
spot price is noted in the section entitled 
“Uranium Price Sensitivity Analysis 2005 
to 2008” in this MD&A. 


Although Cameco employs various 
pricing mechanisms within its sales 
contracts to manage its exposure to price 
fluctuations, there can be no assurance 
that such a program will be successful. 


Limited Number of Customers 


Cameco relies on a small number of 
customers that purchase a significant 
portion of the company’s uranium 
concentrates and conversion services. 
For example, Cameco’s five largest 
customers are expected to account for 
41% of the company’s contracted supply 
of U3Og for 2005 through 2007. This 
compares to 42% of the contracted 
supply of U3Og for 2004 through 2006. 


For the period 2005 through 2007, 
Cameco’s five largest UF, conversion 
customers are anticipated to account for 
approximately 37% of the company’s 
contracted supply of UF, conversion 
services. Cameco is currently the only 
commercial supplier of UO, for use in 
Canadian Candu heavy water reactors 
with sales to its largest customer, OPG, 
accounting for approximately 31% of the 
company’s UQ, sales in 2004. The loss of 
any of these large customers, or any 
significant curtailment of purchases 
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or lack of timely payments could have 
a material adverse effect on Cameco’s 
financial performance. 


Use of Derivatives 


Cameco may use financial derivatives 

to assist in mitigating its exposure to 
fluctuations in gold price and foreign 
exchange rates. A derivative is entered 
into as a hedge against specific economic 
and transactional exposures. Cameco 
does not enter into derivative contracts 
for speculative purposes. However, 
derivatives bring with them an 

exposure to counterparty default'. As of 
December 31, 2004, Cameco’s exposure 
is predominantly with counterparties 
that had credit ratings of A+ or higher. 
Accordingly, Cameco believes the risks of 
default are low and the benefits derived 
from using derivatives outweigh the risks. 


Although the company seeks to manage 
its credit risk exposure in connection 
with financial derivatives, there can be 
no assurance that the company will 

be successful. 


Foreign Exchange Risk 


The US/Canadian foreign exchange rate 
at December 31, 2003 was $1.2924 and 
averaged $1.3015 during 2004. Most of 
the company’s revenues are in US dollars 
with a majority of its costs in Canadian 
dollars. To reduce its currency risk, at 
December 31, 2004, Cameco had sold 
forward $748 million (US). These hedges 
are expected to yield an average exchange 
rate of $1.3010. The mark-to-market 
gain on these positions was $68 million 
(Cdn) at December 31, 2004 based ona 
year-end exchange rate of $1.2036. 


Timing differences between the usage 
and designation of hedge contracts may 
result in deferred revenue or deferred 
charges. At the end of 2004, deferred 
revenue to be recognized in future years 
totalled $23 million. 


Although Cameco utilizes a hedging 
program to manage its exchange rate 
exposure, there can be no assurance that 
such a program will be successful. 


Political Risk 


The company has diversified its political 
risk internationally. The Kumtor gold 
mine is located in the Kyrgyz Republic, 
a country formerly part of the Soviet 
Union. The.mine is the largest foreign 
investment in the country and 
represented about 7% of the country’s 
gross domestic product, 44% of export 
earnings and 40% of total industrial 
production in 2003, the latest date for 
which information is available. The 
importance of Kumtor in relation to the 
rest of the Kyrgyz economy has meant 
that Kumtor has maintained a very high 
profile within the country. This level of 
attention is not without risk, however, 

it has also been of benefit in ensuring 
continued efficient operations. 


Cameco also owns a 60% interest in 
Joint Venture Inkai (JVI), which is 
developing a uranium mine in the 
Republic of Kazakhstan. Through 
KazAtomProm, the Republic of 
Kazakhstan owns the remaining 40% 
of JVI. Cameco has agreed to provide 
funding of up to $40 million (US) to 
JVI for project development of which 
$28 million (US) has been funded to 
the end of 2004. Test mining continued 
through 2004. The feasibility study was 
approved in 2005. To date, the Kazakhstan 
government has supported the project, 
but there is no assurance that support 
will continue for the project’s duration. 


Cameco also owns a 52.7% interest in 
Centerra, which owns 95% of the Boroo 
gold project in Mongolia. At Boroo, 
commercial production was achieved 
on March 1, 2004. The investment in 
Boroo may be exposed to adverse 
political developments that could affect 
the economics of the project. The 


Mongolian government has supported 
the project to date, but there is no 
assurance that support will continue for 
the project’s duration. 


Cameco’s investment in these operations 
may be exposed to adverse political 
developments that could affect the 
economics of each operation. The 
company has made an assessment of the 
political risk associated with each of its 
foreign investments and has purchased 
political risk insurance to mitigate losses 
as deemed appropriate. 


There can be no assurance that political 
risk insurance would continue to be 
available at any time or that particular 
losses Cameco may suffer with respect 

to its foreign investments will be covered 
by the insurance. These losses could have 
an adverse impact on Cameco’s future 
cash flows, earnings, results of operations 
and financial condition if not adequately 
covered by insurance. 


Insurance 


Cameco purchases insurance to mitigate 
losses that may arise from certain 
liability and property risks. The cost of 
this insurance and the specific protection 
provided by the policies vary from year 
to year depending on conditions in the 
insurance market. Although general 
insurance market conditions continued 
to be difficult in 2004, renewed interest 
from underwriters in the mining sector 
resulted in the availability of more 
capacity at improved premiums. 


Cameco believes that the insurance 
program it has in place continues 

to prudently address its major liability 
and property risk exposures. 


Higher levels of uncertainty in the 
insurance market are expected to 
continue for at least a few more years. 
During this time, the availability of 
certain types of insurance coverage 
that Cameco has purchased in the past 


Counterparty default would occur if the other party in a derivative contract is unable to perform its obligations at the time of contract maturity, resulting in the intended hedge 
being of no value. This concern is addressed by dealing with a variety of counterparties and primarily only those of high credit quality and limiting the amount and duration of the 
exposure. A measure of default risk is the mark-to-market value of a hedge position. This value is the difference between the price at which a derivative contract was entered into 
and its current market value. A mark-to-market gain indicates that the company has that amount of value at risk should its counterparties default. A mark-to-market loss represents 
the amount of value Cameco would have to pay should the hedge position need to be settled immediately. 
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~ may be significantly reduced and/or the 
cost to acquire insurance may 
significantly increase. 


Although Cameco maintains insurance 
to cover some of these risks and hazards 
in amounts Cameco believes to be 
reasonable, this insurance may not 
provide adequate coverage in all 
circumstances. No assurance can be 
given that Cameco’s insurance will 
continue to be available at economically 
_ feasible premiums or that it will provide 
sufficient coverage for losses related to 
these or other risks and hazards. 


Also, Cameco may be subject to liability 
or sustain loss for certain risks and 
hazards against which Cameco cannot 
insure or which Cameco may elect not to 
insure because of the cost. This lack of 
insurance coverage could have an adverse 
impact on Cameco’s future cash flows, 
earnings, results of operations and 
financial condition. 


Operations Risk 


Cameco’s business is capital intensive 
and subject to a number of risks and 
hazards, including environmental 
pollution, accidents or spills, industrial 
and transportation accidents, 
catastrophic accidents, labour disputes, 
blockades or other acts of social 
activism, changes in the regulatory 
environment, natural phenomena (such 
as inclement weather conditions, 
earthquakes, pit wall failures, ground 
movements, tailings pipeline and dam 
failures, cave-ins, adverse mining 
conditions and underground flooding) 
and encountering unusual or unexpected 
geological conditions. Due to the unique 
nature of the deposits at McArthur River 
_ and Cigar Lake, technical challenges exist 
involving groundwater, rock properties, 
mining methods, radiation protection 
and ore handling and transport. The 
company also contracts for the transport 
of its uranium and uranium products to 
refining, conversion and enrichment 
facilities in North America and Europe, 
which exposes the company to 
transportation risks. Many of the 


foregoing risks and hazards could result 
in damage to, or destruction of, the 
company’s mineral properties or refining 
or conversion facilities, personal injury 
or death, environmental damage, delays 
in or interruption of or cessation of 
production from the company’s mines or 
refining or conversion facilities or in its 
exploration or development activities, 
delay in or inability to receive regulatory 
approvals to transport its uranium and 
uranium products, or costs, monetary 
losses and potential legal liability and 
adverse governmental action. In 
addition, due to the radioactive nature 
of the materials handled in uranium 
mining, refining, conversion and 
transport, additional costs and risks are 
incurred by the company on a regular 
and ongoing basis. 


Safety, Health and 
Environmental Risk 


Cameco is subject not only to the normal 
worker health, safety and environmental 
risks associated with all mining and 
chemical processing, but also to 
additional risks uniquely associated 

with uranium mining, milling and 
conversion operations. 


In 2001, to better manage these risks and 
to enhance its quality culture, Cameco 
embarked upon the design and 
implementation of an integrated quality 
management system (QMS). Program 
development continued in 2003. The 
QMS was implemented at Cameco’s 
Canadian uranium sites to a degree that 
meets the CNSC requirements by the 
end of 2004. The complete QMS 
implementation at Canadian uranium 
operating sites and related head office 
requirements is scheduled to be finalized 
by the end of 2005. Cameco also 
continues to utilize an environmental 
management system at its operations. 
The company received its initial ISO 
14001 certification at its Port Hope 
conversion facility in 2000, which in turn 
received its re-certification in 2003. The 
Blind River refinery was first certified in 


2002 and successfully re-certified in 
January 2005. Certification was received 
at both the McArthur River mine and 
the Key Lake milling operation in 2003. 
Both of these sites are scheduled for re- 
certification in 2005. 


Also in conjunction with the QMS 
program, Cameco is reviewing its 
existing health and safety management 
system, based upon principles similar to 
those in the ISO series of management 
systems and identifying ways to further 
implement it and integrate it with QMS. 
Work is under way to integrate the 
health and safety, environmental, and 
quality management systems into one 
integrated system at the corporate level 
in 2005. For 2004, on a combined basis, 
Cameco, its subsidiaries and long-term 
contractors achieved an accident 
frequency of 0.32 lost-time accidents 
per 200,000 person hours worked, which 
was improved from 2003’s 0.66. 


Regulators must approve the 

startup, continued operation and 
decommissioning of many of Cameco’s 
facilities. These facilities are subject to 
numerous laws and regulations regarding 
safety and environmental matters and 
the management of hazardous wastes 
and materials. 


Significant economic value is dependent 
on the company’s ability to obtain and 
renew licences necessary to operate. The 
CNSC approved renewal of the operating 
licences for Key Lake and McArthur 
River on October 25, 2004 and they are 
valid until October 31, 2008. 


Cameco continues to face challenges 
from the burden of increasing regulatory 
demands and costs from the CNSC, 
Canadian Environmental Assessment 
Agency, and other federal and provincial 
regulators. In particular, the lead 
regulator, CNSC, is increasing the 
regulatory burden as a result of the 
implementation of the Canadian Nuclear 
Safety and Control Act. In addition the 
CNSC and Environment Canada are 
calling for more stringent environmental 
monitoring and environmental 
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performance, based on precautionary 
principles, of uranium mining and 
milling operations. 


Operational changes are increasingly 
subject to regulatory approval that may 
include delays due to longer and more 
complex regulatory review and approval 
processes. These increasing requirements 
are expected to continue to result in 
higher administration costs and capital 
expenditures for compliance. The 
increasing complexity of the regulatory 
approval process reduces the flexibility 
of the company to make operational 
changes in a timely fashion. 


Cameco expends significant financial 
and managerial resources to comply with 
a complex set of environmental, health 
and safety laws, regulations, guidelines 
and permitting requirements (for the 
purpose of this paragraph, “laws”) drawn 
from a number of jurisdictions. The 
historical trend toward stricter 
environmental laws is likely to continue. 
The possibility of more stringent laws 

or more rigorous enforcement of existing 
laws exists in the areas of worker health 
and safety, the disposition of wastes, the 
decommissioning and reclamation of 
mining sites and other environmental 
matters, each of which could have-a 
material adverse effect on Cameco’s 
exploration, operations or the cost 

or the viability of a particular project. 


Cameco’s facilities operate under various 
operating and environmental permits, 
licences and approvals that contain 
conditions that must be met and 
Cameco’s right to continue operating 
Cameco’s facilities is, in a number 

of instances, dependent upon 
compliance with these conditions. 
Failure to meet certain of these 
conditions could result in interruption 
or closure of exploration, development, 
mining operations or refinery and 
conversion operations or material fines 
or penalties, all of which could have an 
adverse impact on Cameco’s future cash 
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flows, earnings, results of operations 
and financial condition. 


Reclamation and 
Decommissioning 


The company actively plans for 

the closure, reclamation and 
decommissioning of its operating 

sites. Decommissioning and reclamation 
costs may increase over time due 

to increasingly stringent regulatory 
requirements. Periodically, Cameco 
re-estimates its total decommissioning 
and reclamation costs, based on current 
operations to date, for its operating 
assets. At the end of 2004, the estimate 
was $237 million. The majority of such 
expenditures are typically incurred at the 
end of the useful lives of the operations 
to which they relate and, therefore, only 
a very small percentage of total estimated 
costs is expected to be incurred over 

the next five years. See note 7 to the 
consolidated financial statements. 


At the end of 2004, Cameco’s accounting 
provision for future reclamation costs 
totalled $167 million. To provide 
financial assurances for these costs, 
Cameco has provided letters of credit 
(LOCs), where required. Cameco’s 

LOCs totalled $204 million at the 

end of 2004, of which $164 million 

was related to reclamation and 
decommissioning activities. 


Since mid-2001, all Cameco’s North 
American operations have in place 
LOCs providing financial assurance, 
which are aligned with preliminary 
plans for site-wide decommissioning. 
Beginning in 1996, the company has 
conducted regulatory-required reviews 
of its decommissioning plans for all 
Canadian sites. These periodic reviews 
are done on a five-year basis, or at 

the time of an amendment to an 
operating licence, or if at renewal, there 
has been a material change to the site. 
Reclamation and decommissioning 
obligations represent unfunded liabilities 
of the company. 


Electricity Business Risks 


Through its interest in Bruce Power, 
Cameco is exposed to various business 
risks associated with the generation and 
marketing of electricity. The following 
discusses some, but not all, risks 
associated with this business. 


In Ontario, political risk results from 
uncertainty over the future direction 
of government energy policies. This risk 
was amplified in late 2002 when the 
Ontario government abandoned the | 
deregulation of the retail electricity 
market. Thus far, the wholesale market 
remains unregulated, but there can be 
no assurance that this will continue. 
Political risk is beyond the control of 
Bruce Power. 


Of the remaining risks, the most 
significant is directly related to the 
operating performance of Bruce Power’s 
generating assets. Bruce Power manages 
this risk through preventive maintenance 
to improve overall equipment reliability, 
by adopting more efficient operational 
processes and by improving employee 


performance at all levels. 


Another category of risk is electricity 
price. Bruce Power mitigates this risk 
by entering into long-term, fixed-price 
supply contracts with reliable customers 
for the delivery of a significant portion 
of its annual generation. Electricity 
generated, but not covered by such 
contracts, is sold on the wholesale spot 
market and is subject to prices in effect 


at the time of delivery. 


Most long-term supply agreements 
obligate Bruce Power to deliver electricity 
at a predetermined contractual price. 
Credit risk arises from these contracts. 
On the one hand, the counterparty must 
have the financial resources to take 
delivery and pay for contracted 
electricity. On the other hand, if quoted 
forward market prices exceed contracted 


prices, then the counterparty has the 


right, in most cases, to request financial 
assurance to mitigate the possibility that 
Bruce Power does not deliver the 
electricity as contracted. In such 
circumstances, Cameco’s contingent 
obligations may increase if it is called 
upon to guarantee its share of Bruce 
Power’s obligation. To maintain the 
economic benefit of the electricity 
supply contracts, Cameco and its 
partners must have the financial ability 
to address this credit risk. 


A further risk category relates to the 
transmission grid. The ability of Bruce 
Power to deliver electricity to its 
customers is dependent on the 
provincial transmission grid, owned and 
maintained by Hydro One, an Ontario 
provincial Crown corporation. Bruce 
Power’s ability to deliver power to 
customers is also dependent on the 
inter-linked North American power 
grid. Any adverse conditions such as 
severe weather or inadequate 
maintenance that results in unreliable 
performance by the grid could cause 
significant financial loss to Bruce Power. 
Transmission grid risks are beyond 
Bruce Power’s control. 


Bruce Power’s anticipated contribution 
to Cameco’s financial results in a given 
year could be significantly impacted if 
the aggregate capacity factor is less than 
expected due to planned outages 
extending significantly beyond their 
scheduled periods or if there are one 

or more unplanned outages which, in 
aggregate, are for an extended period. 


Bruce Power is subject to extensive 
federal regulation with respect to 
nuclear waste management. Failure 
to comply with such regulation could 
lead to prosecution and could subject 
Bruce Power to fines and other 
penalties, including the revocation 

of operating licences for its nuclear 
generation facilities. 


The occurrence of any of these events 
could adversely affect Bruce Power’s 


expected contribution to Cameco’s 
financial results. 


Cameco indirectly owns 31.6% of 
limited partnership interest in Bruce 
Power, and as a result, does not have 
control over the declaration and 
payment of cash distributions by 
Bruce Power. 


Critical Accounting 


Estimates 


Cameco prepares its consolidated 
financial statements in accordance 

with Canadian GAAP. In doing so, 
management is required to make various 
estimates and judgments in determining 
the reported amounts of assets and 
liabilities, revenues and expenses for 
each year presented, and in the 
disclosure of commitments and 
contingencies. Management bases its 
estimates and judgments on its own 
experience, guidelines established by 

the Canadian Institute of Mining, 
Metallurgy and Petroleum and various 
other factors believed to be reasonable 
under the circumstances. Management 
believes the following critical accounting 
estimates reflect its more significant 
judgments used in the preparation of 
the consolidated financial statements. 


Depreciation and depletion on property, 
plant and equipment is primarily 
calculated using the unit of production 
method. This method allocates the cost 
of an asset to each period based on 
current period production as a portion 
of total lifetime production or a portion 
of estimated recoverable ore reserves. 
Estimates of lifetime production and 
amounts of recoverable reserves are 
subject to judgment and significant 
change over time. If actual reserves 
prove to be significantly different than 
the estimates, there could be a material 
impact on the amounts of depreciation 
and depletion charged to earnings. 


Significant decommissioning and 
reclamation activities are often not 
undertaken until substantial completion 
of the useful lives of the productive 
assets. Regulatory requirements and 
alternatives with respect to these 
activities are subject to change over 
time. A significant change to either the 
estimated costs or recoverable reserves 
may result in a material change in the 
amount charged to earnings. Cameco 
accounts for its obligations associated 
with the retirement of tangible long- 
lived assets in accordance with CICA 
Handbook Section 3110, Asset 
Retirement Obligations. 


Cameco assesses the carrying values 

of property, plant and equipment, and 
goodwill annually or more frequently if 
warranted by a change in circumstances. 
If it is determined that carrying values 
of assets or goodwill cannot be 
recovered, the unrecoverable amounts 
are written off against current earnings. 
Recoverability is dependent upon 
assumptions and judgments regarding 
future prices, costs of production, 
sustaining capital requirements and 
economically recoverable ore reserves. 
A material change in assumptions may 
significantly impact the potential 
impairment of these assets. 


Cameco uses derivative financial and 
commodity instruments to reduce 
exposure to fluctuations in foreign 
currency exchange rates, interest rates 
and commodity prices. As long as these 
instruments are effective, they have the 
effect of offsetting future changes in 
these underlying rates and prices. 
Future earnings may be adversely 
impacted should these instruments 
become ineffective. 


Cameco operates in a number of tax 
jurisdictions and is therefore required 
to estimate its income taxes in each of 
these tax jurisdictions in preparing its 
consolidated financial statements. In 
calculating the income taxes, 
consideration is given to factors such 
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as tax rates in the different jurisdictions, 
non-deductible expenses, valuation 
allowances, changes in tax laws and 
management’s expectations of future 
results. Cameco estimates future 
income taxes based on temporary 
differences between the income and 
losses reported in its consolidated 
financial statements and its taxable 
income and losses as determined under 
the applicable tax laws. The tax effect of 
these temporary differences is recorded 
as future tax assets or liabilities in the 
consolidated financial statements. The 
calculation of income taxes requires 

the use of judgment and estimates. If 
these judgments and estimates prove 

to be inaccurate, future earnings may 
be materially impacted. 


Accounting Change 


In January 2005, Cameco revised the 
accounting for the non-routine and 
complex restructuring transactions 
that helped create Centerra Gold Inc., 
resulting in a restatement of the 
previously issued interim financial 
statements for the periods ended June 
30, 2004 and September 30, 2004. The 
original accounting for these 
transactions had been carefully analysed 
and assessed by management and 
reviewed by our external auditors. 


The change to the accounting for the 
restructuring transactions resulted 
from a final review in the course of 
preparing the year-end audited 
financial statements, when a decision 
was reached by management and our 
external auditors that a more 
appropriate basis of accounting for 
the transactions existed. Cameco has 
concluded that the use of a less 
appropriate method of accounting 
could be deemed to be the result of a 
significant deficiency in the design or 
operation of its internal controls 
regarding the application of generally 
accepted accounting principles and the 
review process of the implementation 
of accounting guidance. 
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In reassessing the practice that 
ultimately led to the change in 
accounting with respect to the 
restructuring transactions for Centerra 
Gold Inc., Cameco has determined that 
a corporate policy is required to 
formalize the current practice with 
respect to the review, assessment and 
conclusion on the accounting treatment 
for non-routine or complex 
transactions, changes in accounting 
policy and accounting decisions that 
involve significant application of 
professional judgment. This policy 

will include: 


* ongoing, regular monitoring 
of the appropriateness of existing 
accounting policies including 
emerging issues and trends, 


* management’s responsibility to seek 
independent third-party advice with 
respect to accounting matters related 
to non-routine or complex 
transactions or areas involving 
significant professional judgment, 
and, 

* regular formal reports from 
management to the audit committee 
on current accounting policies, 
emerging issues and trends, non- 
routine or complex transactions 
and accounting matters involving 
significant professional judgment 
or estimates to enable the audit 
committee to strengthen oversight. 


Caution Regarding 
Forward-Looking 


Information 


Statements contained in this document 
which are not historical facts are 
forward-looking statements that involve 
risks, uncertainties and other factors 
that could cause actual results to differ 
materially from those expressed or 
implied by such forward-looking 
statements. Factors that could cause 
such differences, without limiting the 
generality of the following, include: 
volatility and sensitivity to market prices 


for uranium, electricity in Ontario and 
gold; the impact of the sales volume of 
uranium, conversion services, electricity 
generated and gold; competition; the 
impact of change in foreign currency 
exchange rates and interest rates; 
imprecision in reserve estimates; 
environmental and safety risks including 
increased regulatory burdens; 
unexpected geological or hydrological 
conditions; adverse mining conditions; 
political risks arising from operating in 
certain developing countries; a possible 
deterioration in political support for - 
nuclear energy; changes in government 
regulations and policies, including trade. 
laws and policies; demand for nuclear 
power; replacement of production and 
failure to obtain necessary permits and 
approvals from government authorities; 
legislative and regulatory initiatives 
regarding deregulation, regulation or 
restructuring of the electric utility 
industry in Ontario; Ontario electricity 
rate regulations; weather and other 
natural phenomena; ability to maintain 
and further improve positive labour 
relations; operating performance of 

the facilities; success of planned 
development projects; and other 
development and operating risks. 


Although Cameco believes that the 
assumptions inherent in the forward- 
looking statements are reasonable, 
undue reliance should not be placed 

on these statements, which only apply 
as of the date of this document. Cameco 
disclaims any intention or obligation 

to update or revise any forward-looking 
statement, whether as a result of new 
information, future events or otherwise. 


Additional Information 


Additional information related to your 
company including Cameco’s annual 
information form is available at 
sedar.com and cameco.com. 


Searching for strong 
financial results? 
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Report of Management's Accountability 


The accompanying consolidated financial statements have 
been prepared by management in accordance with Canadian 
generally accepted accounting principles. Management is 
responsible for ensuring that these statements, which include 
amounts based upon estimates and judgment, are consistent 
with other information and operating data contained in the 
annual report and reflect the corporation’s business 
transactions and financial position. 


Management is also responsible for the information disclosed 
in the management’s discussion and analysis including 
responsibility for the existence of appropriate information 
systems, procedures and controls to ensure that the 
information used internally by management and disclosed 
externally is complete and reliable in all material respects. 


The integrity and reliability of Cameco’s reporting systems are 
achieved through the use of formal policies and procedures, 
the careful selection of employees and appropriate delegation 
of authority and division of responsibilities. Internal 
accounting controls are monitored by the internal auditor. 
Cameco’s code of ethics, which is communicated to all levels 
in the organization, requires employees to maintain high 
standards in their conduct of the corporation’s affairs. 


Our shareholders’ independent auditors, KPMG LLP, whose 
report on their examination follows, have audited the 
consolidated financial statements in accordance with Canadian 
generally accepted auditing standards. 


The board of directors annually appoints an audit committee 
comprised of directors who are not employees of the 
corporation. This committee meets regularly with 
management, the internal auditor and the shareholders’ 
auditors to review significant accounting, reporting and 
internal control matters. Both the internal and shareholders’ 
auditors have unrestricted access to the audit committee. The 
audit committee reviews the financial statements, the report of 
the shareholders’ auditors, and management’s discussion and 
analysis and submits its report to the board of directors for 
formal approval. 


Original signed by O. Kim Goheen 
Senior Vice-President and Chief Financial Officer 


January 26, 2005 
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Auditors’ Report 


To the Shareholders of Cameco Corporation 


We have audited the consolidated balance sheets of Cameco 
Corporation as at December 31, 2004 and 2003 and the 
consolidated statements of earnings, retained earnings and 
cash flows for each of the years in the three-year period ended 
December 31, 2004. These financial statements are the 
responsibility of the corporation’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the 
overall financial statement presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the 
corporation as at December 31, 2004 and 2003 and the results 
of its operations and its cash flows for each of the years in the 
three year period ended December 31, 2004 in accordance 
with Canadian generally accepted accounting principles. 


Original signed by KPMG; p 


Chartered Accountants 
Saskatoon, Canada 


January 26, 2005, except as to note 21(a) which is as of 
February 28, 2005 


Consolidated Balance Sheets 


(Restated) 
As at December 31 2004 2003 


(Thousands) 
Assets 


Current assets 
Cash and cash equivalents ee One $ 189,532 $84,069 


54,866 
686,087 


Current portion of long-term receivables, investments and other [note 5] 


Property, plant and equipment (mote gy nnn ty281, 
Long-term receivables, investments and other [note 5] 
Goodwill [note 19] 


Total assets $ 4,052,104 $ 3,431,188 


Liabilities and Shareholders’ Equity 

Current liabilities 
Accounts payable and accrued Via bibities mmm ne YOIT 167,002 
TO ne  —: ae 
Current portion of long-term debt [note 6] wae - 4331 


Future income taxes [note 13] Besorkerees ee pre TE 
296,319 205,648 


Long-term debt [note 6] Pees: 518,603 _ COLON sn 


aa 31,086 36,196 


Future income taxes [note 1 3] 533,024 528,250 
1,545,973 1,521,586 


mnofityinterest. ee eee 090 


Shareholders’ equity 


Contributed surplus [note] 00 


Cumulative translation account [note 10] (40,522) (13,256) 
2,160,520 1,894,912 


Total liabilities and shareholders’ equity $ 4,052,104 $ 3,431,188 


Commitments and contingencies [notes 7, 16, 21, 22] 


See accompanying notes to consolidated financial statements. 
Approved by the board of directors 
Original signed by Gerald W. Grandey and Nancy E. Hopkins 
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Consolidated Statements of Earnings 


For the year ended December 31 


Revenue from 
Products and services 


Expenses 
Products and services sold 


Other income (expenses) [note 12] 
Earnings before income taxes and minority interest 
Income tax expense (recovery) [note 13] 


2004 


$ 1,048,487 


623,125 


(1,958) 
923,108 


125,379 


133,421 
379,522 
73,285 


(Restated) 


2003 


(Thousands) 


$ 826,946 


538/233 


Minority interest 

Net earnings 

Basic earnings per common share [note 23] 
Diluted earnings per common share [note 23] 


(Restated) 


2002 


S$ 748,334 


486,155 


$ 278,785 
$ 1.63 
$ 1.56 


Consolidated Statements of Retained Earnings 


$ 208,163 
$ 1.24 
$ 122 


For the year ended December 31 


Retained earnings at beginning of year, 
As previously reported 


Change in accounting policy for financial instruments [note 2] 


AS TSStaed = = ee eee 


Dividends on common shares 


Retained earnings at end of year 


See accompanying notes to consolidated financial statements. 
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2004 


$ 665,377 


(Restated) 


2003 


(Thousands) 


$ 494341 


2 
oS | an 


(34,399) 
$ 938,809 


2.0110 ee 
AUST oe Maan id 


(33,650) 
$ 694,423 


(Restated) 


2002 


S$ 478,700 


4. 5 M0539 oe 
atic ia 


(27,882) 
$ 519,910 


Consolidated Statements of Cash Flows 


(Restated) (Restated) 


For the year ended December 31 2004 2003 2002 


(Thousands) 


Operating activities 
PNEDCOMINGS oh eo Se 


Items not requiring (providing) cash: 
Depreciation, depletion and reclamation 180,229 125,866 118327 


Solos charges (revenue) iecooniee (19,085) 9,331 ae 1,375 <a 
(7,217) 


i a Ce ee een ee G56) a : 


See ee pt Oe ey ie 


Bete aang items fee a i Le ere i 
Cash provided by operations 228082 ~~=249,756  ==si240,888 


Investing activities 
Acquisition of net business assets, net of cash acquired BT 
Additions to property, plantandequipment (148,273) (166,840) (97,895) 


Decrease i In Jong- ~term receivables, investments and othe  — 8296 
Proceeds on sale of property, plant and equipment 1,769 242 101 
Cash used in investing (160,687) (463,206) (86,703) 


Financing activities 
Short-term financing 


Increaseindebt. ieo-tome  § 58659 Scan 
Restricted cash 


41,281 27,411 10,903 


a ate me co: eee 
Cash provided by (used in) financing Sco 251321) ee 030,211) 


Increase in cash during the year na Oe | 37 BT ON 23,978 
Exchange rate changes on foreign currency cash balances. (15,906) (11,898) 385 
Cash at beginning of year 84,069 58,096 33/37 
Cash at end of year $ 189,532 $ 84,069 $ 58,096 


Supplemental cash flow disclosure 
Interest paid ee cM BI 9OB 9 314026 9 33,632 


ee a es eee eee ry ey Ee : ei : er 


See accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 


For the years ended December 31, 2004, 2003 and 2002 


1. Cameco Corporation 


Cameco Corporation is incorporated under the Canada Business Corporations Act. Cameco Corporation and its subsidiaries 
(collectively, “Cameco” or “the company”) are primarily engaged in the exploration for and the development, mining, refining 
and conversion of uranium for sale as fuel for generating electricity in nuclear power reactors in Canada and other countries. 
The company has an interest in the Bruce Power electrical generation plant in Ontario. Cameco’s 52.7% subsidiary Centerra 
Gold Inc. (“Centerra”) is involved in the exploration for and the development, mining and sale of gold. 


Accounting Policies 


(a) Significant Accounting Policies 
A summary of significant accounting policies follows the notes to the consolidated financial statements. 


(b) Changes in Accounting Policies 


(1) 


(ii) 


Financial Instruments 

Effective January 1, 2004, Cameco has adopted the amendments to CICA Handbook Section 3860 Financial 
Instruments. This change in accounting policy was applied retroactively and, accordingly, the consolidated financial 
statements of prior periods were restated. The amendments to this section address the balance sheet presentation 
of financial instruments as liabilities or equity. Accordingly, amounts previously reflected as equity charges are now 
recorded as interest expense. In addition, an increased amount of interest has been capitalized to property, plant 
and equipment. The cumulative effect of the change in policy on the balance sheets and statements of earnings 

is as follows: 


2003 2002 
(Thousands) 


Property, plant and equipment 


Future income taxes 


Shareholders’ equity 


Net earnings 
Earnings per share 


For the year ended December 31, 2004, the change in policy had a positive impact on net earnings of $7,100,000, 
which caused a $0.04 change in the basic earnings per share. 


Hedging Relationships 

Effective January 1, 2004, Cameco adopted the new Canadian Accounting Guideline, Hedging Relationships, which 
established new criteria for hedging relationships in effect on or after January 1, 2004. To qualify for hedge 
accounting, the hedging relationship must be appropriately documented and there must be reasonable assurance, 
both at the inception and throughout the term of the hedge, that the hedging relationship will be effective. 
Effectiveness requires a high degree of correlation of changes in fair values or cash flows between the hedged item 
and the hedge. The adoption of this accounting guideline had no material impact on the consolidated financial 
statements. 
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Inventories 


2004 2003 


(Thousands) 
Uranium 


vet SN 
324,165 269,891 


Conversion 36,098 44,472 


Gold 
Finished 
Bro 


12,651 


Total _$ 386,936 = $_: 316,435. 


Property, Plant and Equipment 


Accumulated — (Restated) 
Depreciation 2004 2003 
Cost and Depletion Net Net 
(Thousands) 
Uranium 


$ 2,649,862 $11,297,235 


9.1397,118. 


Conversion 285,243 150,574 134,669 126,971 


Gold 
Mining | 8s 7. 833,032, 211831, ee t.  9930. 
AG eo) cree es ee Ieee 


Other 40,374 17,078 23,296 19,235 
Total $ 4,258,234 $1,976,816 $ 2,281,418 $2,119,784 
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5. 


Long-Term Receivables, Investments and Other 


(Restated) 
2004 2003 
(Thousands) 
Bruce Power L.P. [note 16] 


Interest in Bruce Power L.P. $ 456,520 


Kumtor Gold Company 
Subordinated loan = Principat smn 
Subordinated loan — interest 


Investments in associated companies 
Investment in Technology Commercialization International, Inc. 
aly :X Corporation 
Portfolio investments 
Energy Resources of Australia Ltd. (market $79,000 
General Hydrogen Corporation oo... 
Deferred charges 
de i Mee 
Gold hedges ayer, aire Pe 9,894 5,724 
Curr icy hedges ae 
Investment in Huron Wind L.P. 


3,862 
733,160 680,183 

Less current portion (898) (54,866) 

Net $732,202 $'625;317 


Long-Term Debt 


(Restated) 
2004 2003 
(Thousands) 
9,202,370 0 §.200,120 
166,233.00. 65,934 


50. 


Equipment loan | 2) > ee 2 
Less current portion = (4,331) 
Net $ 518,603 $ 601,048 


On September 25, 2003 the company issued unsecured convertible debentures in the amount of $230,000,000. The 
debentures bear interest at 5% per annum, mature on October 1, 2013, and at the holder’s option are convertible into 
common shares of Cameco. The fair value of the conversion option associated with the convertible debentures on the date 
of issuance was $30,473,000 [note 9], resulting in an effective interest rate of 6.85%. As a result of the change in accounting 
policy regarding financial instruments, the amount is reflected as contributed surplus. Following Cameco’s three-for-one 
stock split on December 31, 2004, the conversion price is $21.67 per share, a rate of approximately 46.2 common shares per 
$1,000 of convertible debentures. Interest is payable semi-annually in arrears on April 1 and October 1. The debentures are 
redeemable by the company beginning October 1, 2008 at a redemption price of par plus accrued and unpaid interest. 


The fair value of the outstanding convertible debentures is based on the quoted market price of the debentures at 
December 31, 2004 and was approximately $477,250,000. 
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Cameco has a $500,000,000 five-year unsecured revolving credit facility that is available until November 30, 2009. Cameco 
may borrow directly from investors by issuing commercial paper. Commercial paper outstanding at December 31, 2004 was 
$166,233,000 (Cdn) (2003 — $61,419,000 (Cdn) and $3,493,000 (US)) and bears interest at an average rate of 2.5% (2003 -— 
2.6%). These amounts are classified as long-term debt. 


Cameco has $50,000,000 outstanding in senior unsecured debentures that bear interest at a rate of 7.0% per annum and will 
mature July 6, 2006. Cameco also has $100,000,000 outstanding in senior unsecured debentures that bear interest at a rate of 
6.9% per annum and will mature July 12, 2006. 


Cameco had issued $125,000,000 (US), 8.75% preferred securities in denominations of $25 (US) each due September 30, 
2047 accruing interest from the date of issuance payable quarterly commencing December 31, 1998. 


On December 17, 2004, Cameco redeemed all of the outstanding $125,000,000 (US) of preferred securities. As a result of the 
redemption, Cameco recorded a pre-tax charge of $6,817,000 (Cdn) to net earnings [note 11] for the remaining 
unamortized portion of the issue costs. 


Cameco has $243,200,000 ($165,900,000 (Cdn) and $64,200,000 (US)) in committed letter of credit facilities. Outstanding 
letters of credit at December 31, 2004 amounted to $203,570,000 (2003 — $202,745,000). The majority of the letters of credit 
relate to future decommissioning and reclamation liabilities [note 7]. 


The table below represents currently scheduled maturities of long-term debt over the next five years. 


(Thousands) 


Thereafter 302, 370 


Total $ 518,603 


Provision for Reclamation 


Cameco’s estimates of future asset retirement obligations are based on reclamation standards that meet or exceed regulatory 
requirements. Elements of uncertainty in estimating these amounts include potential changes in regulatory requirements, 
decommissioning and reclamation alternatives and amounts to be recovered from other parties. 


Cameco estimates total future decommissioning and reclamation costs for its operating assets to be $237,000,000. These 
estimates are reviewed by Cameco technical personnel at least every two years or more frequently as required by regulatory 
agencies. In connection with future decommissioning and reclamation costs, Cameco has provided financial assurances of 
$163,643,000 in the form of letters of credit to satisfy current regulatory requirements. 


Following is a reconciliation of the total liability for asset retirement obligations: 


2004 2003 2002 

(Thousands) 
Balance, beginning of year $ 150,444 $ 159,344 $ 138,445 
Acquisition of Kumtor interest [note 20] | es i eet 


aoe Fase nse eee st 
Balance, end of year S$ 166,941 S$ 150,444 $ 159,344 


Following is a summary of the key assumptions on which the carrying amount of the asset retirement obligations is based: 
(i) Total undiscounted amount of the estimated cash flows — $237,000,000. 


(ii) Expected timing of payment of the cash flows — timing is based on life of mine plans. The majority of expenditures are 
expected to occur after 2013. 


(iii) Discount rates — 7.5% for operations in North America; 6.8% for operations in Kyrgyzstan; 8.5% for operations 
in Mongolia. 
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The asset retirement obligations liability is comprised of: 


2004 2003 
(Thousands) 
Uranium 592279 
Gold 23,048 9,459 
Total S$ 166,941 $150,444 
8. Other Liabilities 
2004 2003 


Deferredireveniie a ee 


(Thousands) 


Accrued post-retirement benefit liability [note re) 
Other 6,424 6,271 
48,403 37,/59 
Less current portion (17,317) (1,563) 
Net $ 31,086 $ 36,196 
9. Share Capital 


On December 9, 2004, the board of directors of Cameco approved a split of the company’s outstanding common shares 

on a three-for-one basis. The stock split was effected in the form of a stock dividend of two additional common shares for 
each share owned by shareholders of record at the close of business on December 31, 2004. The company’s common shares 
commenced trading on a split basis on December 29, 2004 on the Toronto Stock Exchange and January 7, 2005 on the New 
York Stock Exchange. All equity-based benefit plans have been adjusted to reflect the stock split. All share and per-share data 
have been adjusted to reflect the stock split. If this data had not been adjusted, basic earnings per common share would have 
been $4.89 (2003 — $3.71; 2002 — $0.85). 


Authorized share capital: 
Unlimited number of first preferred shares 
Unlimited number of second preferred shares 


Unlimited number of voting common shares, and 


One Class B share 


(a) Common Shares 


(Restated) (Restated) 
Number Issued 2004 2003 2002 
(Number of Shares) 
Beginning of year 170,308,269 167,957,619 167,014,320 
Issued: 

Stock option plan [note 17] 2,731,800 2,350,650 943,299 
Issued share capital 173,040,069 170,308,269 167,957,619 
Amount 2004 2003 2002 

(Thousands) 
Beginning of year $ 711,063 § 685,491 $ 676,404 
Issued: 

Stock option plan [note 17] 40,082 D5 572 9,087 
Issued share capital 751,145 711,063 685,491 
Less loans receivable [note 17] (586) (2,718) (4,557) 
End of year $ 750,559 $708,345 $ 680,934 
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(b) Class B Share 


One Class B share issued during 1988 and assigned $1 of share capital, entitles the shareholder to vote separately as a 
class in respect of any proposal to locate the head office of Cameco to a place not in the province of Saskatchewan. 


(c) Contributed Surplus 


2004 2003 
(Thousands) 
Beginning of year 
BSPFEVIOUSIY TEPOted et eetennantnninmanemiaiancamiiannienes OOO 9 472,488 
Change in accounting policy for financial instruments [notes 2, 6] - 30,473 
As restated Re see eis ee ee ees 505,400 902,961 
Stock-based compe wees 
Options exercised [note 17] (932) - 
End of year $511,674 $ 505,400 


10. Cumulative Translation Account 


The balance represents the cumulative unrealized net exchange loss on Cameco’s net investments in foreign operations and 
on the foreign currency debt designated as hedges of the net investments. 


11. Interest and Other 


(Restated) (Restated) 
2004 2003 2002 
(Thousands) 


Interest on long-term debt _ eee = 128201 eA 


Capitalized interest (24,732) (21,313) 
Net § 14,264 § 16,653 


As a result of the Kumtor pit wall failure in 2002, certain gold contracts designated as hedges of Kumtor’s gold production 
were no longer effective. Mark-to-market losses on these contracts have been expensed. 


12 


Other Income (Expenses) 


2004 2003 2002 
(Thousands) 


BL ae eed ee: Sree 
oe es See See ere 


Net $ 133,421 $ 429 $__ (878) 
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13. Income Taxes 
The significant components of future income tax assets and liabilities at December 31 are as follows: 


(Restated) 


2004 2003 
(Thousands) 
Assets 
$ 87,203 >. 38A09" 


Other 5,621 743 
Future income tax assets before valuation allowance 175,206 120,847 
Valuation allowance (95,500) (67,499) 
Future income tax assets, net of valuation allowance S$ 79,706 S$ 53,348 
Liabilities 

Property, plant and equipment > 568,275 $551,481 


Inventories 


Long-term investments and OCMC Ge treet eet ee 
Future income tax liabilities $ 651,383 $ 605,835 
Net future income tax liabilities $ 571,677 $ 552,487 
Less current portion (38,653) (24,237) 
Net $ 533,024 $ 528,250 


The provision for income taxes differs from the amount computed by applying the combined expected federal and 
provincial income tax rate to earnings before income taxes. The reasons for these differences are as follows: 


(Restated) (Restated) 
2004 2003 2002 
(Thousands) 
Earnings before income taxes and minority interest nm SLI 22 00 $183,304 § 88319. 
Combined federal and provincial tax rate 43.5% 44.1% 45.4% 
Computed income tax expense 165,092 80,837 40,097 


Increase (decrease) in taxes resulting from: 


Income tax expense (recovery) $ 73,285 $ (21,443) $ 41,953 


In 2003, the federal government introduced amendments to the Canadian Income Tax Act which provided for a reduction in 
the corporate tax rate on income from resource activities. The cumulative effect of the change in income tax legislation on 
Cameco’s future income tax liability was a reduction of $86,200,000. 


In 2003, the Ontario government introduced amendments to the Corporations Tax Act which provided for an increase in 
the corporate tax rate on all income. The cumulative effect of the change in income tax legislation on Cameco’s future 
income tax liability was an increase of $4,900,000. 
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(Restated) (Restated) 


2004 2003 2002 
(Thousands) 
Current income taxes 
$ 15,310 $ 6,984 >.....21895 


6,393 3,235 2,374 
$ 23,051 $ 10,219 $ 10,269 

Future income taxes (recovery) 
Canada 957,329 _S. (30,786) sn 232,901 


(1,988) (876) (817) 
$ 50,234 $ (31,662) $ 31,684 
Net $ 73,285 $ (21,443) $ 41,953 
14. Statements of Cash Flows 
Other Operating Items 
(Restated) (Restated) 
2004 2003 2002 
(Thousands) 
Changes in non-cash working capital: 
PRGCOUMESTOCEIV Atte reel $27,601 


Other 3,685 (566) 
Total $ (41,842) $ 45,462 $ 60,492 


15. Joint Ventures 
Cameco conducts a portion of its exploration, development, mining and milling activities through joint ventures. Cameco’s 
significant uranium joint venture interests are comprised of: 


Producing: 
McArthur River 69.81% 
Key Lake 83.33% 
Non-producing: 
Cigar Lake 50.03% 
Inkai 60.00% 


Uranium joint ventures allocate uranium production to each joint venture participant and the joint venture participant 
derives revenue directly from the sale of such product. Mining and milling expenses incurred by the joint venture are 
included in the cost of inventory. The majority of the uranium mining and development property, plant and equipment as 
disclosed in note 4 are held in joint ventures. 
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16. 


Prior to the acquisition of the remaining 66.67% interest in Kumtor Gold Company (KGC) [note 20], Cameco’s gold joint 
venture interest was comprised of a 33.33% interest in KGC. Cameco proportionately consolidated its 33.33% interest in 
KGC. KGC obtains revenue directly from the sale of products. Cameco’s share of the assets and liabilities, revenue and 
expenses and cash flows relating to the Kumtor joint venture was as follows: 
2003 
(Thousands) 
Current assets oscil ieteae ee es oe 


Property, plant a nd equipment J Onesie 
Total assets S 89,566 


Current liabilities eee a ccna 
Cie ee 
Equity 30,803 
Total liabilities and equity $ 89,566 


2003 2002 
(Thousands) 


nnn = Me 
Expenses (99,863) (92,036) 
Net earnings (loss) $ 9,424 $_ (9,675) 


Prior to the acquisition of the remaining interest in KGC [note 20], Cameco’s proportionate share of earnings in 2004 was 
$17,222,000. 


2003 2002 
(Thousands) 
Cash provided by (used in): 
Operating activities ne allen. mes 
Investing QCtiVitICS eel es 
Financing activities (29,033) (16,013) 
Increase (decrease) in cash during the year $ 3,665 $7587) 


Investment in Bruce Power L.P. (Bruce Power) 
(a) Investment 


On February 14, 2003, Cameco, TransCanada PipeLines Limited (TransCanada) and BPC Generation Infrastructure 
Trust (BPC), amongst others, purchased a 79.8% interest in Bruce Power from British Energy plc (British Energy). 
Upon closing, Cameco increased its ownership interest in Bruce Power from 15% to 31.6%. TransCanada and BPC each 
hold, directly or indirectly, a 31.6% interest in Bruce Power with the Power Workers’ Union Trust holding a 4% interest 
and the Society of Energy Professionals Trust holding a 1.2% interest. Cameco is using the equity method to account for 
this investment. 


Cameco’s purchase price for the additional interest in Bruce Power was approximately $204,466,000 including final 
closing adjustments. The purchase price was initially financed with cash and debt. The purchase price of Cameco’s 
incremental 16.6% has been allocated as follows: 


(Thousands) 
Net book value of assets acquired 8 
Excess of fair value over book value of property, plant andequipment Ciba ne 
Valuation of Bi __. (68,593) 
Pension liability (20,542) 


$ 204,466 
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The amount allocated to the investment in Bruce Power includes an excess purchase price of approximately 
$144,545,000 over Cameco’s incremental share of the book value of the underlying net assets. This amount will be 
amortized to income based on the expected useful life of the Bruce Power assets which extends to 2018. The valuation 
of Bruce Power sales contracts will be amortized to income over the remaining term of the underlying sales contracts, 
which extend to 2007. The approximate amount of pre-tax income relating to the amortization of the fair value 
allocated to these contracts is as follows: 


(Thousands) 
Pee 856 
Persia See 8 68598 


The amount allocated to the pension liability will be amortized to income over the 11 year expected average remaining 
service life of Bruce Power employees, resulting in an annual pre-tax amortization to income of $1,867,000. 


In addition, Cameco, TransCanada and BPC loaned Bruce Power funds to repay $225,000,000, plus accrued interest, in 
deferred lease payments to Ontario Power Generation Inc. (OPG). Cameco’s share was $75,000,000 plus accrued 
interest. This loan is due February 14, 2008 and bears interest at 10.5% per annum. 


Bruce Power holds a long-term lease with OPG to operate the Bruce nuclear power facility. The term of the lease, which 
expires in 2018, is 18 years with an option to extend the lease for up to an additional 25 years. 


Cameco, TransCanada and BPC have assumed the obligations to provide financial guarantees on behalf of the 
partnership. Cameco has provided the following financial assurances, with varying terms that range from 2004 to 2018: 


(i) Licensing assurances to Canadian Nuclear Safety Commission of $23,666,667. 


(ii) Guarantees to customers under power sale agreements of up to $121,000,000. At December 31, 2004, Cameco’s 
actual exposure under these guarantees was $48,410,000. 


(iii) Termination payments to OPG pursuant to the lease agreement of $58,333,000. 


Under the lease agreement, OPG, as the owner of the Bruce nuclear plants, is responsible to decommission the Bruce 
facility and to provide funding and meet other requirements that the Canadian Nuclear Safety Commission (CNSC) 
may require of Bruce Power as licensed operator of the Bruce facility. OPG is also responsible to manage radioactive 
waste associated with decommissioning of the Bruce nuclear plants. 


Cameco, TransCanada, and BPC have assumed all obligations regarding Bruce Power’s post-retirement and post- 
employment benefit programs. The plans, which cover all of Bruce Power’s employees, include pension, group life 
insurance, health care and long-term disability benefits. At December 31, 2004, the pension benefit plans’ accrued 
benefit assets totalled $111,000,000 (2003 — $89,000,000). At December 31, 2004, the other unfunded benefit plans’ 
accrued benefit liability totalled $254,000,000 (2003 — $219,000,000). 


(b) Fuel Supply Agreements 
Cameco has entered into fuel supply agreements with Bruce Power for the procurement of fabricated fuel. Under these 
agreements, Cameco will supply uranium and conversion services and finance the purchase of fabrication services. 
Contract terms are at market rates and on normal trade terms. During 2004, sales of uranium and conversion services 
to Bruce Power amounted to $24,786,000 (2003 — $25,462,000), approximately 2.4% (2003 — 3.1%) of Cameco’s total 
revenue. At December 31, 2004, amounts receivable under these agreements totalled $20,887,000 (2003 — $30,193,000). 
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(c) Supplementary Information — Bruce Power L.P. (100%) 
Balance Sheets 


2004 2003 
(Millions) 


Long-term receivables and investments 


Liabilities and Partners’ Capital 
Current liabilities a 
Long-term debt 1,126 1,108 
tniininenlitnninitiiintimeiiiiiiniiaiigeiiiiinainiitnenii a ea an 
Partners’ capital 1,423 1,086 


Statements of Earnings 


2004 2003 2002 
(Millions) 


LO nn Meee 7) me 
Operating costs 1,178 853 750 
Earnings before interest and taxes et 85 oe 
Interest OY, 69 63 
Earnings before taxes 338 286 106 


Cameco’s share (i) ee ee ee eee 
Adjustments (ii) 14 31 - 


Cameco’s share of earnings before taxes Saat $ 108 SeuG 


(i) Cameco’s interest in Bruce Power earnings prior to February 14, 2003 was 15%. Subsequent to the acquisition of an 
additional 16.6% interest on February 14, 2003, Cameco’s share is 31.6%. 


(ii) In addition to its proportionate share of earnings from Bruce Power, Cameco records certain adjustments to account 
for any differences in accounting policy and to amortize fair values assigned to assets and liabilities at the time of 
acquisition. 


Statements of Cash Flows 


2004 2003 2002 
(Millions) 
Cashusedininvesting ee) eee 
Cash (used in) provided by financing (98) 131 220 


17. Stock-Based Compensation Plans 
Stock Option Plan 


Cameco has established a stock option plan under which options to purchase common shares may be granted to directors, 
officers and other employees of Cameco. Options granted under the stock option plan have an exercise price of not less than 
the closing price quoted on the Toronto Stock Exchange for the common shares of Cameco on the trading day prior to the 
date on which the option is granted. The options vest over three years and expire eight years from the date granted. Options 
granted prior to 1999 expire 10 years from the date of the grant of the option. 


Prior to 1999, participants were eligible to receive loans from Cameco to assist in the purchase of common shares pursuant 
to the exercise of options. The maximum term of the loans was 10 years from the date of the grant of the related option. The 
loans bear interest at a rate equivalent to the regular dividends paid on the common shares to which the loans were 
provided. Common shares purchased by way of a company loan are held in escrow in the account of the option holder and 
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are pledged as security for the respective loan until the loan has been repaid in full. Outstanding loans are shown as a 
reduction of share capital [note 9]. 


The aggregate number of common shares that may be issued pursuant to the Cameco stock option plan shall not exceed 
15,730,209, of which 8,069,637 shares have been issued. 


Stock option transactions for the respective years were as follows: 


(Restated) (Restated) 
2004 2003 2002 
(Number of Shares) 
Beginning of year 6,120,000 6,671,250 sm 4287) 349 


; 9,650) (439,950) 
End of year 4,868,670 6,120,000 6,671,250 
Exercisable 1,626,900 2,862,300 3,994,650 
Upon exercise of certain existing options, additional options in respect of 148,950 shares would be granted. 
Weighted average exercise prices were as follows: 
(Restated) (Restated) 
2004 2003 2002 


Beginning of year Sie a2 
Ss 
26.33 
End of year $ 15.28 
Exercisable $7112.53 


Total options outstanding and exercisable at December 31, 2004 were as follows: 


2004 Options Outstanding Options Exercisable 
Weighted Weighted Weighted 
Average Average Average 
Option Price Remaining Exercisable Exercisable 
Per Share Number Life Price Number Price 
dn 000 = 11,67 HAPAEY Nbc rence le lita sea Dale alec tcp Mies! aes lege REMC 9: So 


1311 TO ee ee On ae 


ot eee 


4,868,670 1,626,900 


The foregoing options have expiry dates ranging from February 14, 2005 to November 2, 2014. 


CICA Handbook Section 3870, Stock-based Compensation and Other Stock-based Payments, establishes a fair value based 
method of accounting for stock-based compensation plans which Cameco has adopted effective January 1, 2003. 


For the year ended December 31, 2004, Cameco has recorded compensation expense of $7,206,000 (2003— $2,439,000) with 
an offsetting credit to contributed surplus to reflect the estimated fair value of stock options granted to employees in 2004. 


Since Cameco’s stock option awards vest over three years, the compensation expense included in the determination of net 
income for 2004 is less than that which would have been recognized if the fair value based method had been applied to all 
awards since the original effective date of CICA Section 3870. 


2004 Cameco Annual Report 63 


Cameco has applied the pro-forma disclosure provisions of the standard to awards granted on or after January 1, 2002 but 
prior to January 1, 2003. The pro-forma effect of awards granted prior to January 1, 2002 has not been included. The pro- 
forma net earnings, basic and diluted earnings per share after giving effect to the grant of these options in 2002 are: 


(Restated) (Restated) 
2004 2003 2002 
(Thousands) 
Net earnings - as reported itt... | 9 208163  ~ e472 
Add: Stock option employee compensation expense 
included in reported net earnings me. 4) Ie ee 
Deduct: Total stock option employee compensation expense 
determined under fair value based method for all awards (7,810) (3,893) (2,261) 
Net earnings — pro-forma $ 278,181 $ 206,709 $44,976 
Pro-forma basic earnings per share $ 1.62 $2. wle23 $ 0.27 
Pro-forma diluted earnings per share $ 1255, Si lead S027. 


The fair value of the options issued was determined using the Black-Scholes option pricing model with the following 
assumptions: 


Expected volatility _ 


Risk-free interest rate <= Bee _4.1% 5.0%, 


Expected forfeitures oe on 
Weighted average grant date fair values _ 


Deferred Share Unit (DSU) and Other Plans 


Cameco offers a deferred share unit plan to non-employee directors. A DSU.is a notional unit that reflects the market value 
of a single common share of Cameco. In 2004, sixty percent of each director’s annual retainer was paid in DSU’s. In 
addition, on an annual basis directors can elect to receive the remaining forty percent of their annual retainer and any 
additional fees in the form of DSUs. Each DSU fully vests upon award. The DSUs will be redeemed for cash upon a director 
leaving the board. The redemption amount will be based upon the weighted average of the closing prices of the common 
shares of Cameco on the TSX for the last twenty trading days prior to the redemption date multiplied by the number of 
DSUs held by the director. As of December 31, 2004, the total DSUs held by participating directors was 125,033 (2003 — 
101,484). 


Cameco makes annual grants of bonuses to eligible non-North American employees in the form of phantom stock options. 
Options under this plan are not physically granted; rather employees receive the equivalent value of shares in cash when 
exercised. Options granted under the phantom stock option plan have an award value equal to the closing price quoted on 
the Toronto Stock Exchange for the common shares of Cameco on the trading day prior to the date on which the option is 
granted. The options vest over three years and expire eight years from the date granted. As of December 31, 2004, the 
number of options held by participating employees was 288,900 (2003 — 302,400) with exercise prices ranging from $9.61 to 
$21.03 per share (2003 — $9.61 to $14.61) and a weighted average exercise price of $16.70 (2003 — $12.38). 


64 Cameco Annual Report 2004 


18. Pension and Other Post-Retirement Benefits 


Cameco maintains both defined benefit and defined contribution plans providing pension and post-retirement benefits to 
substantially all of its employees. 


Under the defined pension benefit plans, Cameco provides benefits to retirees based on their length of service and final 
average earnings. The non-pension post-retirement plan covers such benefits as group life and supplemental health 
insurance, to eligible employees and their dependents. The costs related to the non-pension post-retirement plans are 
charged to earnings in the period during which the services are rendered. However, these future obligations are not funded. 


The effective date for the most recent valuations on the plans is January 1, 2003. The next planned effective date for 
valuation of the plans is set to be January 1, 2006. The status of the defined plans is as follows: 


(a) 


Accrued Benefit Obligation 


Pension Benefit Plans Other Benefit Plans 
2004 2003 2004 2003 
(Thousands) (Thousands) 


$ 


Balance at beginning of year 
Current i t 


915,380 $14,595 3,389.9 4,092 


(576) 


Sam Sing ees ace > ele * 2 
Balance at end of year $ 16,478 $ 15,380 $ 4,460 $ 3,389 
Plan Assets 
Pension Benefit Plans 
2004 2003 


(Thousands) 


Fairvalue at beginning of year @ = ee ee eee = S$ 10,684 


eta) return.on plan assets” eee ae 8 = eras 
Empl DAB MUONS 0a cn ee ee eee eee 1,134 10,885 
Benefits paid 

Fair value at end of year $ 23,201 $21,758 


Plan assets consist of: 


Pension Benefit Plans 
2004 2003 


Asset Category (i) 


Beri ee eee aoe ee fee 


Total 100% 100% 


(i) The defined benefit plan assets contain no material amounts of related party assets at December 31, 2004 and 2003 
respectively. 


' (ii) Other relates to the value of the refundable tax account held by the Canada Revenue Agency. The refundable total 


is approximately equal to half of the sum of the realized investment income plus employer contributions less half 
of the benefits paid by the plan. 
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(c) 


Funded Status Reconciliation 


Fair value of planassets 


Accrued benefit obligation 
Funded status of plans — surplus (deficit) 


Unamortized net actuarial loss 


Unamortized transitional obligation <a 


Accrued benefit asset (liability) 


Accrued benefit asset (liability) recognized 
Long-term receivables, investments and 


Other liabilities [note 8] 
Accrued benefit asset (liability) 


Pension Benefit Plans 


2004 


223201. 


16,478 
6,723 


2003 


(Thousands) 


aa) Bh taal 


15,380 


6,378 


CI 


1,669 


2,365 


$ 10,132 


eo! 


$ 10,630 


S$. 105132 


$ 10,630 


Other Benefit Plans 


2004 


2003 


(Thousands) 


i BB Tine 


2/ 10,630) 


$ (4,460) 


$ (3,389) 


: 


(3,389), 


$ (4,460) 


$ (3,389) 


(d) Net Pension Expense 
2004 2003 2002 
(Thousands) 


Current service cost on 806 Rc) 


Balance prior to adjustments to recognize the long-term 
_nature of employee future benefit Costs I IO ee OS, 
Difference between expected and actual return on plan 


Difference between actuarial (gain) loss recognized for 

year and actual actuarial (gain) loss on accrued benefit 
Ce ne | eels 
Amortization of transitional obligation 694 694 694 
Defined contribution pension expense 5,418 4,857 4,466 
Net pension expense Sereda $ 6,929 $ 6,353 


Significant assumptions at December 31 


Pema ean ge OS ) ne mae ae 
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~ 


(e) 


(f) 


Other Post-Retirement Benefit Expense (Gain) 


2004 2003 2002 
(Thousands) 
CUCU A nee 
Interest cost cet dares, ee 271 206 230. 
HR - = 
Other post-retirement benefit expense (gain) $ 1,203 S$ (617) $1377 
2004 2003 2002 


Significant assumptions at December 31 
PUSCOUU Oe eh ee ee 
Initial health care cost trend rate 


Pension and Other Post-Retirement Benefits Cash Payments 
2004 2003 2002 
(Thousands) 
Employer contributions to funded pension plans i Qe POF nnd 0885 S610. 
Benefits paid for unfunded'benefit plans I BO 
Cash contributions to defined contribution plans 5,418 4,857 4,466 
Total cash payments for employee future benefits SiG 117, $15,828 $ 5,170 


19. Goodwill 
The acquisitions undertaken as part of the gold restructuring were accounted for using the purchase method whereby assets 
and liabilities assumed were recorded at their fair market value as of the date of acquisition. The excess of the purchase price 
over such fair value was recorded as goodwill. The change in goodwill is due to the following: 


(Thousands) 


Orefce ee Se ae aL eS in wend do tea 
Balance, end of year S$ 187,184 


20. Restructuring of the Gold Business 


(a) 


(b) 


Initial Public Offering 

Under its initial public offering, Centerra issued 5,000,000 common shares to the public on June 30, 2004 for net 
proceeds of $73,625,000 after deducting the underwriter’s fees of 5%. On July 28, 2004, the underwriters to the initial 
public offering of Centerra exercised their over-allotment option to acquire an additional 1,875,000 shares for net 


proceeds of $27,609,000. 


Acquisition of 66.7% Interest in KGC 

Pursuant to the restructuring agreement between Cameco Gold Inc. (a wholly owned subsidiary of Cameco) and 
Kyrgyzaltyn, Centerra acquired an additional 66.7% interest in KGC, resulting in KGC becoming a wholly owned 
subsidiary of Centerra. The purchase price consisted of $11,000,000 (US) in cash, the contribution of a promissory note 
receivable and common shares of Centerra. The acquisition was accounted for using the purchase method and the 
results of operations are included, as to 100%, in the consolidated financial statements from June 22, 2004. Previously, 
Cameco Gold Inc’s 33.3% interest was accounted for by the proportionate consolidation method. 
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The values assigned to the net assets acquired are as follows: 


(Restated) 
(Thousands) 
S™ 58,200) 


Subordinated debt 


Future tax liability 756) 
Net assets acquired $ 357,614 
Financed by: 


Common shares of Centerra 276,679 ° 
$357,614 
(c) AGR Limited 
(i) Acquisition of 56.2% Interest in AGR Limited 
On March 5, 2002, Cameco acquired a 52.2% interest in AGR Limited (AGR). AGR is an Australia-based 
exploration company whose principal asset is a 95.0% interest in the Boroo gold deposit located in Mongolia. The 
purchase price was financed with $12,000,000 (US) in cash and the contribution of a neighbouring property. In 
exchange, AGR issued 240,000,000 shares to Cameco. The acquisition was accounted for using the purchase method 
and the results of operations are included in Cameco’s consolidated financial statements from the effective date of 
the purchase. 


The values assigned to the net assets acquired are as follows: 


(Thousands) 
$ 13,845. 


Propert equipment. cae abs enneenmmmmnmrenmr re 
Minority interest (18,981) 
Net assets acquired $21,918 
Financed by: 
Ee ene ee een eee ee ee es 
Property, at carrying value 2,390 


$21,918 


Subsequent to the acquisition, Cameco provided an additional $3,000,000 (US) for further exploration in the area 
in exchange for an incremental 4% interest in AGR (43,000,000 shares), increasing its total interest to 56.2% at 
December 31, 2002. Upon restructure, the 56.2% interest was transferred to Centerra. 


(ii) Acquisition of 43.8% Interest in AGR Limited 
Effective June 30, 2004, Centerra acquired an additional 43.7% interest in AGR, resulting in Centerra’s interest in 
AGR rising to 99.9%. The purchase price was satisfied through the issuance of Centerra common shares. The 
acquisition was accounted for as a step purchase and the results of operations are included as it was already a 
consolidated subsidiary. Subsequent to June 30, 2004, Centerra acquired the remaining 0.1% ownership interests in 
AGR, making it a wholly owned subsidiary of Centerra. 
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The values assigned to the net assets acquired are as follows: 


(Restated) 
(Thousands) 
$ 18,915. 


Goodwill [note 19]. 
Future tax asset 
Net assets acquired $ 76,824 
Financed by: 
Comumon,siales Of COMENO ee ee ee 
Cash 187 
$ 76,824 


(d) Exchange of KGC Subordinated Debt 
Effective June 30, 2004, Centerra exchanged common shares and cash in exchange for the subordinated debt 


of KGC. 
(Restated) 
(Thousands) 
Fair value of exchange amount: 
ES NT OR) SINAVES (SSC ace ce eg er te 
Cash 18,975 
sf cleGh deme De Well Aire Me eka Ane A et See te 5A i al Re Ach ON L985 Ps 
Net book value of subordinated debt acquired (53,906) 
Loss on exchange of debt $ 12,518 


(e) Dilution Gain 
The transactions noted above resulted in Cameco’s interest in Centerra being diluted. As a result of this dilution, 
Cameco recorded a pre-tax gain of $139,000,000. 


21. Commitments and Contingencies 


(a) An action was commenced in the Court of Queen’s Bench for Saskatchewan on December 4, 1996 against Cameco 
Corporation, Cameco Gold Inc., Kumtor Operating Company, Kumtor Mountain Corporation et al by the estates and 
certain dependants of the nine individuals killed in the helicopter accident that occurred in Kyrgyzstan on October 4, 
1995. The plaintiffs are seeking damages of $20,700,000. The defendants are defending this action. _ 


On February 3, 2005, the lawsuit was settled and there was no financial impact on Cameco. 


(b) A jury action was commenced by Oren Benton on November 28, 2000 in the State of Colorado, USA, against Cameco. 
The action claims in excess of $200,000,000 (US) for breach of contract, breach of duty of good faith and fair dealing, 
and tortious interference with contractual relations and/or business expectations. Cameco’s motion to dismiss the claim 
was granted by Senior Judge Daniel B. Sparr by order filed November 15, 2002 and Mr. Benton’s claim was dismissed. 
Mr. Benton has unsuccessfully appealed this decision and is now seeking leave to appeal to the Supreme Court of the 


United States. 


Management is of the opinion, after review of the facts with counsel, that the claim is completely without merit and 
that the outcome of this action will not have a material financial impact on Cameco’s financial position, results of 
' operations and liquidity. 

(c) Cameco’s wholly owned subsidiary, Power Resources Inc. (“PRI”), and two unrelated third parties have been sued in the 
United States District Court for the District of Wyoming by Mountain West Mines Inc. (“MWM”). MWM claims that 
PRI and the other defendants owe it royalties on uranium mined in the Powder River Basin of Wyoming (which 
encompasses the Highland and Smith Ranch operations). PRI’s exposure consists of unpaid royalties plus interest, and a 
continuing royalty on uranium from its operations within the Powder River Basin of approximately four percent of the 
selling price. MWM has submitted an expert report claiming that the amount of unpaid royalties is $6,690,755 (US) for 
the period 1993 through 2003 and the amount of interest thereon is $4,153,607 (US) as of January 7, 2005. A 
scheduling order has been issued that will see this dispute go to non-jury trial on June 20, 2005. The pre-trial discovery 
process continues and some depositions have been completed. 
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Management is of the opinion, after review of the facts with counsel, that PRI will prevail and, therefore, this action will 
not have a material impact on Cameco’s financial position, results of operations and liquidity. 


(d) Commitments 


At December 31, 2004, Cameco’s purchase commitments, the majority of which are fixed price uranium and conversion 
purchase arrangements, were as follows: 


(Millions (US)) 
2005 eS idee = aa ee eee eee Oe 
2006 ie ee 
2007 123, 
2008 


20! 
Thereafter 
Total $902 


22. Financial Instruments 


The majority of revenues are derived from the sale of uranium products. Cameco’s financial results are closely related to the 
long- and short-term market price of uranium sales and conversion services. Prices fluctuate and can be affected by demand 
for nuclear power, worldwide production and uranium inventory levels, and political and economic conditions in uranium 
producing and consuming countries. Revenue from gold operations is largely dependent on the market price of gold, which 
can be affected by political and economic factors, industry activity and the policies of central banks with respect to their 
levels of gold held as reserves. Financial results are also impacted by changes in foreign currency exchange rates and other 
operating risks. 


To hedge risks associated with fluctuations in the market price for uranium, Cameco seeks to maintain a portfolio of 
uranium sales contracts with a variety of delivery dates and pricing mechanisms that provide a degree of protection from 
price volatility. Cameco enters into forward sales contracts to establish a price for future deliveries of gold and US dollars. 
Net realized gains (losses) on contracts designated as hedges are recorded as deferred revenues (deferred charges) and 
recognized in earnings when the related hedged transactions occur. During 2004, all gold instruments were closed. 


Financial assets that are subject to credit risks include cash and securities, accounts receivable and commodity and currency 
instruments. Cameco mitigates credit risk on these financial assets by holding positions with a variety of large creditworthy 
institutions. Sales of uranium, with short payment terms, are made to customers that management believes are creditworthy. 


Except as disclosed below, the fair market value of Cameco’s financial assets and financial liabilities approximates net book 
value as a result of the short-term nature of the instrument or the variable interest rate associated with the instrument. 


Currency 


At December 31, 2004, Cameco had hedged $747,800,000 (US) at an average exchange rate of $1.30 designated to various 
dates through 2009 as follows: 


(Thousands) 
2005 9 347,800 
0. 
130,000 
0. 


Total $747,800 


These hedge positions consist entirely of spot-deferred forward contracts. The average exchange rate reflects contract prices 
as at December 31, 2004 to their initial maturity date which is earlier than the designation date in many cases. The realized 
exchange rate will depend on the forward premium (discount) that is earned (paid) as hedge contracts are extended to their 
final designation date. 


At December 31, 2004, Cameco’s net mark-to-market gain on these foreign currency instruments was $68,478,000 (Cdn). 
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23. Per Share Amounts 


Per share amounts have been calculated based on the weighted average number of common shares outstanding during the 
year net of shares held as security for employee loans to purchase such shares. The weighted average number of paid shares 
outstanding in 2004 was 171,444,861 (2003 — 168,358,671; 2002 — 167,342,934). 


Basic earnings per share computation 
Net earnings 


Basic earnings per common share 


Diluted earnings per share computation 
Net earnings |. 


Convertible debentures 
Net earnings, assuming dilution 


Weighted average common shares outstanding 
Dilutive effect of: 


Genvertible debentures. 0 Sn 


Stock options 
Weighted average common shares outstanding, 
assuming dilution 
Diluted earnings per common share 


2004 


i —— 


171,445 
$ 1.63 


2) 


8,055 


$ 286,840 _ 


171,445 


2,169 


ie) on 


(Restated) 
2003 
(Thousands) 


9,208,163 


168,359 
$ 1.24 


$208,163 


2,290 
$ 210,453 


(Restated) 


2002 


947,237. 
167,343 


$ _0.28 


347,237. 


STRAT 250; 


168,359 


1,947 


x2 504 ree 64. £6 


184,229 


$ 1.56 


I72yilk 6) 
5 1.22 


167,343 


167,448 


$__0.28 


Options whose exercise price was greater than the average market price were excluded from this calculation. In 2004, there 
were no options whose exercise price was greater than the average market price. 
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24. Segmented Information 
Cameco has four reportable segments: uranium, conversion, power and gold. The uranium segment involves the exploration 
for, mining, milling, purchase and sale of uranium concentrate. The conversion segment involves the refining and 
conversion of uranium concentrate and the purchase and sale of conversion services. The power segment involves the 
generation and sale of electricity. The gold segment involves the exploration for, mining, milling and sale of gold. 


Cameco’s reportable segments are strategic business units with different products, processes and marketing strategies. 


Accounting policies used in each segment are consistent with the policies outlined in the summary of significant 
accounting policies. 


(a) Business Segments 
=e (i) (i) 
2004 Uranium Conversion — Power Gold Subtotal Adjustments Total 
(Millions) é 


Revenue S 581.5. $ 1445 $ 5199 S 322.5 ($ 1,5684) S (519:9) Beate 


Expenses 
Products and services sold. 377.9) 101.9 | 320.0) 143.3 943.1 
Depreciation, depletion 

andreclamation __ 


(320.0) 623.1 


248.0 (67.8) 


Earnings from Bruce Power. 

Non-segmented expenses 
Earnings before income taxes and 

Income tax expense or | rr 

Minority interest PaRS) 


Net earnings 
Assets 9 2,455.0 $206.4 $ 1,079.6 $ 742.1 $ 4,483.1 $ (431.0) $ 4,052.1 


Capital expenditures forthe year $§ 1225 $ 14.0 § 1143 $ 118 $ 262.6 $(114.3) $ 148.3 


(Restated) (i) (i) 
2003 Uranium Conversion Power Gold Subtotal Adjustments Total 


(Millions) ; 
Revenue Sieov0em $142.4 S371.9" $114.2 iSet9ee.s (371.9) eee 


Expenses 
Products and services sold oo... 
Depreciation, depletion 

and reclamation 


918 228.200 5220 766.4 (228.2) 538.2 


21.5 160.5. (34.6) 


UC. ee ee MOR 
Non-segmented expenses 
Earnings before income taxes and 


Minority interest 


Net earnings ss Sees 
Assets 9.2,365.6 3.180.0 $992.3. $347.4 $ 3,885.3 $ (454.1) $ 3,431.2. 


Capital expenditures forthe year $ 72.5 $ 6.0 $156.5 $ 883 $ 323.3 $ (156.5) $ 1668 
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(Restated) (i) (i) 
2002 Uranium Conversion — Power Gold Subtotal Adjustments Total 
(Millions) 


Revenue Sees 5 13/4 Beetezoe S 87.2 Bescon S (137.8) feos 


Expenses 
Products and services sold 0 345.100 82.7. 100.700 58.3. 586.8 
Depreciation, depletion 

_and reclamation 
Exploratio 


87.0 132% 


Non-segmented expenses 
Earnings before income taxes and 
wM@inority interest amma SE ADB cl DB 28) T3870 88.3 
tui  - —_  - | Ge 
Minority interest (0.9) 
Net earnings $47.2 
Capital expenditures for the year Se 62.0) S$ 6.9 BS 76468 S$ 29.0 i$ 8162:78$ (64.8) $7°=97-9 


(i) Consistent with the presentation of financial information for internal management purposes, Cameco’s pro rata 
share of Bruce Power’s financial results have been presented as a separate segment. In accordance with GAAP, this 
investment is accounted for by the equity method of accounting in these consolidated financial statements and the 
associated revenues and expenses are eliminated in the adjustments column. 


(b) Geographic Segments 


(Restated) (Restated) 
2004 2003 2002 
(Millions) 


Revenue from products and services 
Canada__- domestic $ i SO Se02.8 


pena =z a ; 


Assets 
Canada 2 er 28824 2 20218 


Kazakhstan ; 28.8 22.0 2415 


$ 4,052.1 $ 3,431.2 $ 3,023.3 


(c) Major Customers 
Cameco relies on a small number of customers to purchase a significant portion of its uranium concentrates and 
uranium conversion services. During 2004, revenues from one customer of Cameco’s uranium and conversion segments 
represented approximately $86,500,000 (12%) of Cameco’s total revenues. In 2003, revenues from one customer of 
Cameco’s uranium and conversion segments represented approximately $97,000,000 (14%) of Cameco’s total revenues. 
In 2002, revenues from one customer of Cameco’s uranium and conversion segments represented approximately 
$92,000,000 (14%) of total revenue. As customers are relatively few in number, accounts receivable from any individual 
customer may periodically exceed 10% of accounts receivable depending on delivery schedules. 
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25. Related Party Transactions 
The company purchases a significant amount of goods and services for its Saskatchewan mining operations from northern 
Saskatchewan suppliers to support economic development in the region. One such supplier is Kitsaki Management Limited 
Partnership (Kitsaki). Harry Cook, a director of Cameco, was the chair of the company and was also the Chief of the Lac La 
Ronge Indian Band, which owns Kitsaki. In 2004, Cameco has paid Kitsaki subsidiary companies $23,100,000 (2003 — 
$18,800,000) for transportation and catering services. The transactions were conducted in the normal course of business and 
were accounted for at the exchange amount. Accounts payable include a balance of $800,000 (2003 — nil) resulting from 


these transactions. 


26. Generally Accepted Accounting Principles in Canada and the United States 


The consolidated financial statements of Cameco are expressed in Canadian dollars in accordance with Canadian generally 
accepted accounting principles (Canadian GAAP). The following adjustments and disclosures would be required in order to 
present these consolidated financial statements in accordance with accounting principles generally accepted in the United ~ 


States (US GAAP). 


(a) Reconciliation of earnings in accordance with Canadian GAAP to earnings determined in accordance with 


US GAAP: 
(Restated) (Restated) 
2004 2003 2002 
(Thousands) 
Net earnings under Canadian GAAP nn 278/785 $208,163 $47,237 
Adjustment to reverse Canadian GAAP restatement (vi) - - 2597: 
$278,785 «$208,163 = $49,834 


Earnings from Bruce Powel (ii) nmmmmmnnnemarnmammuean $l cncrnecmnamnnaa lt 31938) cael 
Income tax effect of adjustments (1,808) 2,034 
Net earnings before cumulative effect of a change 
Ain accounting pobicy nm CBS VID COSA On 
Cumulative effect of a change in accounting policy (vi) = 10,683 = 
Net earnings under US GAAP 283,192 216,119 
Unrealized gain (loss) on available-for-sale securities (vii) 36,849 21,410 (334) 
Comprehensive income under US GAAP $ 325,466 $ 234,728 $ 34,027 
Basic net earnings per share under US GAAP $ 1.65 $ 1.28 $ 0.24 
Diluted earnings per share under US GAAP 5 1.58 $ 1.26 $ 0.24 
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(b) Comparison of balance sheet items determined in accordance with Canadian GAAP to balance sheet items 
determined in accordance with US GAAP: 
(i) Balance Sheets 
2004 (Restated) 2003 
Canadian US Canadian US 
GAAP GAAP GAAP GAAP 
(Thousands) (Thousands) 


Current assets eveceeaset ee SON ZAO 9 851,240 686,087 $680,151 
Property,plant and equipment oo 2281418 2,197,594 2,119,784 2,038,234 
Long-term receivables, investments 


(ui) 


Goodwill — 
Total assets 


CumenClaDwles ooo 
Long-term debt _ 


Otherliabilitjess-- 
Deferred income taxes 


I 32)202 


187,184 
$4,052,104 


2.296319 
218,603, 


i Zz 


"533,024 
1,545,973 


Shareholders’ equity 


Accumulated other comprehensive i income 
- cumulative translation accou nt (Vv). = 


2) —_ 


(40,522) 


187,184 
$4,068,942 


9296319 
218,603 2. 


522,114 


932,924 |... —— 


31,086. 


1,535,063 


511,674 


35742 


3611 


30998 ns: 
850,880 


(19,300) 


$3,431,188 


2. 205,648 


ae — 


1,521,586 


Ck __—_ 


208/349 nme 
505,400 


624,219 


625,317. 624,219. 


$3,342,604 


9 205,648 | 
601,048. 


485,865_ 
1,479,201 
14,690. 


708/345. 
505,400 
602,087 


=1051) 


- hedges and derivative instruments (i (iv) oF - 
2,160,520 2,188,268 1,894,912 1,848,713 
Total liabilities and shareholders’ equity $4,052,104 $4,068,942 $3,431,188 $3,342,604 


Components of accounts payable and accrued liabilities are as follows: 


2004 (Restated) 2003 


Accounts payable 


Canadian 
GAAP 


US 
GAAP 


(Thousands) 


0) 


é) 


21370013 Ss 


Canadian 
GAAP 


US 
GAAP 


(Thousands) 


2 


2.120,436_ 


Taxes and royalties payable 


GI: = pee ee Oe. 


2... 120,436, 
21,464, 
25,102 


Total accounts payable and 


accrued liabilities S$ 231,697 


following under US GAAP: 


2004 


Cash provided by operations _ 
Cash used in investing _ 


$ 231,697 


ao 
Cash provided by (used in) financing 8 SONA 


$ 167,002 


(Restated) 
2003 
(Thousands) 


9 242,538 
$ (455,988) 
$251,321 


$ 167,002 


(c) The effects of these adjustments would result in the consolidated statements of cash flows reporting the 


(Restated) 


2002 


§ 233,533. 
2... (79,348) 
9,(130,211) 


2004 Cameco Annual Report 75 


(d) A description of certain significant differences between Canadian GAAP and US GAAP follows: 
(i) Writedown of Mineral Properties 
Under both Canadian and US GAAP, property, plant and equipment must be assessed for potential impairment. 
As of 2003 there was no longer any difference in the calculation of an impairment loss between Canadian and 
US GAAP. However, as a result of previous differences in the amounts of impairment losses recognized under 
US and Canadian GAAP, there is a difference in the amount of depreciation and depletion charged to earnings. 


(ii) Mineral Property Costs 
Consistent with Canadian GAAP, Cameco defers costs related to mineral properties once the decision to proceed 
to development has been made. Under US GAAP, these costs are expensed until such time as a final feasibility study 
has confirmed the existence of a commercially mineable deposit. In addition, since the carrying value of the 
mineral property is different under US GAAP, interest capitalization is impacted. Accordingly, an adjustment has 
been made to reduce capitalized interest by $1,614,000 (2003 — nil). 


Prior to 2004, the mineral property costs expensed under US GAAP included a provision for loan impairment 
totalling $12,642,000. Due to the recognition of reserves and the completion of a final feasibility study in 2004, 
Cameco was able to demonstrate the loan to be recoverable and has reversed the impairment provision. 


(iii) Pre-Operating Costs 
Under Canadian GAAP, pre-operating costs incurred during the commissioning phase of a new project are deferred 
until commercial production levels are achieved, subject to time limitations. After such time, those costs are 
amortized over the estimated life of the project. Under US GAAP, such costs are expensed as incurred as required 
by AICPA Statement of Position 98-5, Reporting on the Cost of Start-Up Activities. McArthur River commercial 
production commenced March 1, 2000 for US GAAP and November 1, 2000 for Canadian GAAP. 


During 2004, $1,048,000 (2003 - $17,917,000) of costs related to the restart of two nuclear reactors at Bruce Power 
were considered to be start up costs required to be expensed under US GAAP. As a result of expensing these start 
up costs, there is a difference in the capital costs recognized under Canadian and US GAAP. Accordingly, an 
adjustment has been made to reduce the amount of depreciation charged to earnings by $2,445,000 (2003 — nil). 


(iv) Hedges and Derivative Instruments 


Under US GAAP, all derivative instruments are recognized on the balance sheet as either an asset or a liability 
measured at fair value. Changes in the fair value of derivatives are recognized in earnings unless specific hedge 
criteria are met to qualify as a cash flow hedge. Changes in the fair value of derivatives that qualify as fair value 
hedges, are recognized in earnings in the same period as the hedged items. Changes in the fair value of the effective 
portion of a cash flow hedge are deferred in other comprehensive income with any ineffectiveness of the hedge 
recognized immediately on the statement of earnings. 


For amounts included in the balance sheet as accumulated other comprehensive income as at December 31, 2004, 
a gain of $36,465,000 (after tax) relates to the hedging of foreign exchange risk. Of these amounts, $18,909,000 
(after tax) would be recorded in earnings during 2005 if market conditions remained unchanged. The impact on 
other comprehensive income for 2004 is a gain of $38,814,000 (2003 — gain of $26,107,000). During 2004, no net 
gains or losses from the hedging of net investments were realized. 


During 2003, $12,304,000 was excluded from the assessment of hedge effectiveness. For amounts included in the 
balance sheet as accumulated other comprehensive income as at December 31, 2003, a gain of $250,000 (after tax) 
relates to the hedging of interest rate risk, a loss of $18,971,000 (after tax) relates to the hedging of gold price risk, 
and a gain of $38,625,000 (after tax) relates to the hedging of foreign exchange rate risk. During 2004, no net gains 
or losses from the hedging of net investments were realized. 


Bruce Power also has certain derivative instruments that qualify for hedge accounting. For amounts included in the 
balance sheet as accumulated other comprehensive income as at December 31, 2004, a loss of $2,410,000 (after tax) 
relates to the hedging of electricity price risk, and a loss of $313,000 (after tax) relates to the hedging of foreign 
exchange risk. Of these amounts, $914,000 (after tax) would be recorded in earnings for 2005 if market conditions 
remained unchanged. The impact on other comprehensive income for hedge accounting for 2004 is a loss of 
$6,123,000 (2003 — gain of $3,401,000). 


Prior to August 2003, $3,979,000 of gains related to Bruce Power energy contracts did not qualify for hedge 
accounting under US GAAP as the documentation required for hedge accounting was not contemplated at the time 
of entering into the contracts. 
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(v) Realization of Cumulative Translation Account 
Under Canadian GAAP, a proportionate amount of the cumulative translation account is recognized in earnings 
when a portion of the net investment in a subsidiary is realized. US GAAP does not allow for any of the cumulative 
translation account to be taken to earnings unless a portion of the investment has been sold or substantially 
liquidated. 


(vi) Cumulative Effect of a Change in Accounting Policy 
In 2001, the FASB issued Statement 143, Accounting for Asset Retirement Obligations, which addresses financial 
accounting and reporting for obligations associated with the retirement of tangible long-lived assets and the 
associated asset retirement costs. The standard applies to legal obligations associated with the retirement of long- 
lived assets that result from the acquisition, construction, development and use of the asset. Statement 143 requires 
that the fair value of a liability for an asset retirement obligation be recognized in the period in which it is incurred 
if a reasonable estimate of fair value can be made. The fair value is added to the carrying amount of the associated 
asset. The liability is accreted at the end of each period through charges to operating expenses. 


For Canadian GAAP, the cumulative effect of the change in policy on the balance sheet at December 31, 2002 is to 
increase property, plant and equipment by $23,000,000, future income taxes by $8,000,000, liabilities by $4,000,000 
and opening retained earnings by $11,000,000. Under US GAAP no restatement is required. 


(vit) Available-for-Sale Securities 
Under Canadian GAAP, portfolio investments are accounted for using the cost method. Under US GAAP, portfolio 
investments classified as available-for-sale securities are carried at market values with unrealized gains or losses 
reflected as a separate component of shareholders’ equity and included in comprehensive income. Cameco’s 
investments in Energy Resources of Australia Ltd., Batavia Mining Ltd. (formerly Menzies Gold NL), Tenke Mining 
Corp., Maudore Minerals Ltd. (formerly Maude Lake Exploration Ltd.), and Golden Band Resources Inc. are 
classified as available-for-sale. The investments in Batavia Mining Ltd. and Tenke Mining Corp. were sold in 2004. 
The fair market value of the owned investments at December 31, 2004 is $79,785,000 (2003 — $41,428,000). The 
cumulative unrealized gain at December 31, 2004 is $60,713,000 (2003 — $23,864,000). 


(e) Stock-Based Compensation 
Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based Compensation, establishes financial 
accounting and reporting standards for stock-based employee compensation plans. This statement defines a fair value 
based method of accounting for employee stock options. However, it also allows an entity to continue to measure 
compensation cost for those plans using the intrinsic value based method of accounting prescribed by APB Opinion 
No. 25, which is similar to the method applied under Canadian GAAP and followed by Cameco prior to 2003. For 
periods prior to adoption, companies that continue to follow the intrinsic value based method must disclose pro-forma 
earnings and earnings per share information under the fair value method. 


Cameco adopted the fair value method of accounting for employee stock options with retroactive effect to January 1, 
2003. Pursuant to new transitional rules related to accounting for stock-based compensation under Canadian GAAP 
and US GAAP, Cameco chose to record compensation expense for all employee stock options granted on or after 
January 1, 2003 with a corresponding increase to contributed surplus. Compensation expense for options granted 
during 2003 and beyond is determined based on the estimated fair values at the time of grant, the cost of which is 
recognized over the vesting periods of the respective options. 
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Cameco has applied the pro-forma disclosure provisions of the standard to awards granted prior to January 1, 2003. 
The pro-forma net earnings, basic and diluted earnings per share after giving effect to the grant of these options are: 


(Restated) (Restated) 


2004 2003 2002 
(Thousands) 

Net earnings for the year in accordance 

with US GAAP as calculated ADOVE nmin CBS N IQ AVOID $39,705 _ 
Effect of recording compensation 

expense under stock options plans (604) (2,027) (3,991) 
Pro-forma net earnings after application of SFAS 123 $ 282,588 $214,092 $35,714 
Pro-forma basic net earnings per common 

share after application of SFAS 123 $ 1.65 $ 1.27 $0.21 
Pro-forma diluted net earnings per common : 

share after application of SFAS 123 $ 1.58 $ 1.25 $0.21 


In calculating the foregoing pro-forma amounts, the fair value of each option grant was estimated as of the date of 
grant using the Black-Scholes option-pricing model with the following weighted average assumptions: 


2002 2001 2000 
Dividend Ss O17 Soro S 
Risk-free interest rate 5.0% 5.5% 6.0% 
Expected forfeitures oc eeemurmeeenrriaenpatinematinatinmstn tare OO a 2000 
Weighted average grant date fair values $ 3.61 $ 4.54 Sy hos 


(f) New Accounting Pronouncements 
In 2004, the FASB issued Statement 151, Inventory Costs, which clarifies the accounting for abnormal amounts of idle 
facility expense, freight, handling costs and wasted materials (spoilage). This statement requires that these items be 
recognized as current-period charges. Cameco will adopt this standard on a prospective basis beginning January 1, 2005 
and does not expect it will have a material impact on its consolidated financial statements. 


In 2004, FASB issued revised FAS 123 Share-Based Payment. This amended statement eliminates the alternative to use 
Accounting Principles Board (“APB”) Opinion No. 25’s intrinsic value method of accounting, as was provided in the 
originally issued Statement 123. This Statement also clarifies and expands Statement 123’s guidance in several areas, 
including measuring fair value, classifying an award as equity or as a liability, and attributing compensation cost to 
reporting periods. As a result, public entities are required to use the grant-date fair value of the award in measuring the 
cost of employee services received in exchange for an equity award of equity instruments. Compensation cost is 
required to be recognized over the requisite service period. Compensation cost is not recognized for equity instruments 
for which employees do not render the requisite service. For liability awards, entities are required to re-measure the fair 
value of the award at each reporting date up until the settlement date. Changes in fair value of liability awards during 
the requisite service period are required to be recognized as compensation cost over the vesting period. This amended 
statement is effective the beginning of the first interim or annual reporting period that begins after June 15, 2005. 
Cameco will adopt this standard on a prospective basis and does not expect it will have a material impact on its 
consolidated statements. 


In 2004, the FASB issued Statement 153, Exchanges of Nonmonetary Assets, which amends Opinion 29 to eliminate the 
exception for nonmonetary exchanges of similar productive assets and replaces it with a general exception for exchanges 
of nonmonetary assets that do not have commercial substance. A nonmonetary exchange has commercial substance if 
the future cash flows of the entity are expected to change significantly as a result of the exchange. Cameco will adopt 
this standard on a prospective basis beginning January 1, 2005 and does not expect it will have a material impact on its 
consolidated financial statements. 


27. Comparative Figures 


Certain prior year balances have been reclassified to conform to the current financial statement presentation. 
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Summary of Significant Accounting Policies 


The consolidated financial statements are prepared by 
management in accordance with Canadian generally accepted 
accounting principles and, except as described in note 26, 
conform in all material respects with accounting principles 
generally accepted in the United States. Management makes 
various estimates and assumptions in determining the 
reported amounts of assets and liabilities, revenues and 
expenses for each year presented, and in the disclosure of 
commitments and contingencies. The most significant 
estimates are related to the lives and recoverability of mineral 
properties, provisions for decommissioning and reclamation 
of assets, future income taxes, financial instruments and 
mineral reserves. Actual results could differ from these 
estimates. This summary of significant accounting policies 

is a description of the accounting methods and practices 

that have been used in the preparation of these consolidated 
financial statements and is presented to assist the reader in 
interpreting the statements contained herein. 


Consolidation Principles 


The consolidated financial statements include the accounts 

of Cameco and its subsidiaries. Interests in joint ventures are 
accounted for by the proportionate consolidation method. 
Under this method, Cameco includes in its accounts its 
proportionate share of assets, liabilities, revenues and expenses. 


Cash 


Cash consists of balances with financial institutions and 
investments in money market instruments which have a term 
to maturity of three months or less at time of purchase. 


Inventories 

Inventories of broken ore, uranium concentrates and refined 
and converted products are valued at the lower of average cost 
and net realizable value. Average cost includes direct materials, 
direct labour, operational overhead expenses and depreciation, 
depletion and reclamation. 


Supplies — 
Consumable supplies and spares are valued at the lower of cost 


or replacement value. 


Investments 


Investments in associated companies over which Cameco has 
the ability to exercise significant influence are accounted for 
by the equity method. Under this method, Cameco includes 
in earnings its share of earnings or losses of the associated 
company. Portfolio investments are carried at cost or at cost 


less amounts written off to reflect a decline in value that is 
other than temporary. 


Property, Plant and Equipment 


Assets are carried at cost. Costs of additions and 
improvements are capitalized. When assets are retired or sold, 
the resulting gains or losses are reflected in current earnings. 
Maintenance and repair expenditures are charged to cost 

of production. 


Non-Producing Properties 


The decision to develop a mine property within a project 

area is based on an assessment of the commercial viability 

of the property, the availability of financing and the existence 
of markets for the product. Once the decision to proceed 

to development is made, development and other expenditures 
relating to the project area are deferred and carried at cost 
with the intention that these will be depleted by charges 
against earnings from future mining operations. No 
depreciation or depletion is charged against the property until 
commercial production commences. After a mine property 
has been brought into commercial production, costs of any 
additional work on that property are expensed as incurred, 
except for large development programs, which will be deferred 
and depleted over the remaining life of the related assets. 


The carrying values of non-producing properties are 
periodically assessed by management and if management 
determines that the carrying values cannot be recovered, 
the unrecoverable amounts are written off against 
current earnings. 


Property Evaluations 


Cameco reviews the carrying values of its properties when 
changes in circumstances indicate that those carrying values 
may not be recoverable. Estimated future net cash flows are 
calculated using estimated recoverable reserves, estimated 
future commodity prices and the expected future operating 
and capital costs. An impairment loss is recognized when the 
carrying value of an asset held for use exceeds the sum of 
undiscounted future net cash flows. An impairment loss is 
measured as the amount by which the asset’s carrying amount 
exceeds its fair value. 


Goodwill 


Acquisitions are accounted for using the purchase method 
whereby acquired assets and liabilities are recorded at fair 
value as of the date of acquisition. The excess of the purchase 
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price over such fair value is recorded as goodwill. Goodwill 
is assigned to assets and is not amortized. 


Future Income Taxes 


Future income taxes are recognized for the future income tax 
consequences attributable to differences between the carrying 
values of assets and liabilities and their respective income tax 
bases. Future income tax assets and liabilities are measured 
using enacted or substantively enacted income tax rates 
expected to apply to taxable income in the years in which 
temporary differences are expected to be recovered or settled. 
The effect on future income tax assets and liabilities of a 
change in rates is included in earnings in the period which 
includes the enactment date. Future income tax assets are 
recorded in the financial statements if realization is considered 
more likely than not. 


Capitalization of Interest 


Interest is capitalized on expenditures related to construction 
or development projects actively being prepared for their 
intended use. Capitalization is discontinued when the asset 
enters commercial operation or development ceases. 


Depreciation and Depletion 


Conversion services’ assets, mine buildings, equipment and 
mineral properties are depreciated or depleted according to the 
unit-of-production method. This method allocates the costs of 
these assets to each accounting period. For conversion services, 
the amount of depreciation is measured by the portion of the 
facilities’ total estimated lifetime production that is produced 
in that period. For mining, the amount of depreciation or 
depletion is measured by the portion of the mines’ 
economically recoverable proven and probable ore reserves 
which are recovered during the period. 


Other assets are depreciated according to the straight-line 
method based on estimated useful lives, which generally range 
from three to 10 years. 


Research and Development and Exploration Costs 


Expenditures for applied research and technology related to 
the products and processes of Cameco and expenditures for 
geological exploration programs are charged against earnings 
as incurred. 


Environmental Protection and Reclamation Costs 


The fair value of the liability for an asset retirement obligation 
is recognized in the period incurred. The fair value is added to 
the carrying amount of the associated asset and depreciated 
over the asset’s useful life. The liability is accreted over time 
through periodic charges to earnings and it is reduced by 
actual costs of decommissioning and reclamation. Cameco’s 
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estimates of reclamation costs could change as a result of 
changes in regulatory requirements and cost estimates. 
Expenditures relating to ongoing environmental programs are 
charged against earnings as incurred or capitalized and 
depreciated depending on their relationship to future earnings. 


Employee Future Benefits 


Cameco accrues its obligations under employee benefit plans. 
The cost of pensions and other retirement benefits earned by 
employees is actuarially determined using the projected benefit 
method prorated on service and management’s best estimate 
of expected plan investment performance, salary escalation, 
retirement ages of employees and expected health-care costs. ° 
For the purpose of calculating the expected return on plan 
assets, those assets are measured at fair value. On defined 
benefit pension plans, past service costs arising from plan 
amendments and net actuarial gains, and which exceed 10% 
of the greater of the accrued benefit obligation and the fair 
value of plan assets, are amortized on a straight-line basis 

over the expected average remaining service life of the plan 
participants. On retirement benefit plans that do not vest or 
accumulate, past service costs arising from plan amendments, 
and net actuarial gains and losses, are recognized in the period 
they arise. Cameco measures the plan assets and the accrued 
benefit obligation on December 31 each year. 


Stock-Based Compensation 


Cameco has three stock-based compensation plans that are 
described in note 17. These encompass a stock option plan, 
a deferred share unit plan and a phantom stock option plan. 


Options granted under the stock option plan on or after 
January 1, 2003 are accounted for using the fair value 

method. Under this method, the compensation cost of 
options granted is measured at estimated fair value at the 
grant date and recognized over the vesting period. For options 
granted prior to January 1, 2003, no compensation expense 
was recognized when the stock options were granted. Any 
consideration received on exercise of stock options is credited 
to share capital. 


Deferred share units and phantom stock options are amortized 
over their vesting periods and re-measured at each reporting 
period, until settlement, using the quoted market value. 


Revenue Recognition 


Cameco supplies uranium concentrates and uranium 
conversion services to utility customers. Third-party 
fabricators process Cameco’s products into fuel for use 
in nuclear reactors. 


Cameco records revenue on the sale of its nuclear products 
to utility customers when title to the product transfers and 
delivery is effected through book transfer. Since nuclear 


products must be stored at licenced storage facilities, Cameco 
may hold customer-owned product at its premises prior to 


shipment of the product to third parties for further processing. 


Cameco records revenue on the sale of gold when title passes 
and delivery is effected. 


Amortization of Financing Costs 


Debt discounts and issue expenses associated with long-term 
financing are deferred and amortized over the term of the 
issues to which they relate. 


Foreign Currency Translation 


Monetary assets and liabilities denominated in foreign 
currencies are translated into Canadian dollars at year-end 
rates of exchange. Revenue and expense transactions 
denominated in foreign currencies are translated into 
Canadian dollars at rates in effect at the time of the 
transactions. The applicable exchange gains and losses arising 
on these transactions are reflected in earnings. 


The United States dollar is considered the functional currency 
of most of Cameco’s uranium and gold operations outside of 
Canada. The financial statements of these operations are 
translated into Canadian dollars using the current rate method 
whereby all assets and liabilities are translated at the year-end 
rate of exchange and all revenue and expense items are 
translated at the average rate of exchange prevailing during the 
year. Exchange gains and losses arising from this translation, 
representing the net unrealized foreign currency translation 
gain (loss) on Cameco’s net investment in these foreign 
operations, are recorded in the cumulative translation account 
component of shareholders’ equity. Exchange gains or losses 
arising from the translation of foreign debt and preferred 
securities designated as hedges of a net investment in foreign 
operations are also recorded in the cumulative translation 
account component of shareholders’ equity. These adjustments 
are not included in earnings until realized through a reduction 
in Cameco’s net investment in such operations. 


Derivative Financial Instruments and Hedging 
Transactions 


Cameco uses derivative financial and commodity instruments 
to reduce exposure to fluctuations in foreign currency 
exchange rates, interest rates and commodity prices. Cameco 
formally documents all relationships between hedging 
instruments and hedged items, as well as its risk management 
objective and strategy for undertaking various hedge 
transactions. This process includes linking all derivatives to 
specific assets and liabilities on the balance sheet or to specific 
firm commitments or forecasted transactions. Cameco also 
formally assesses, both at the hedge’s inception and on an 
ongoing basis, whether the derivatives that are used in hedging 
transactions are highly effective in offsetting changes in fair 


values or cash flows of hedged items. Gains and losses related 
to hedging items are deferred and recognized in the same 
period as the corresponding hedged items. If derivative 
financial instruments are closed before planned delivery, gains 
or losses are recorded as deferred revenue or deferred charges 
and recognized on the planned delivery date. In the event 

a hedged item is sold, extinguished or matures prior to the 
termination of the related hedging instrument, any realized 
or unrealized gain or loss on such derivative instrument is 
recognized in earnings. 


Earnings Per Share 


Earnings per share are calculated using the weighted average 
number of paid common shares outstanding. 


The calculation of diluted earnings per share assumes that 
outstanding options and warrants are exercised and the 
proceeds are used to repurchase shares of the company at the 
average market price of the shares for the period. The effect 
is to increase the number of shares used to calculate diluted 
earnings per share. 
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Reserves and Resources 


Note Regarding Reserves and Resources 


Reserves and resources reported herein have been estimated as at December 31, 2004 in accordance with definitions adopted by the Canadian Institute of 
Mining, Metallurgy and Petroleum and incorporated into National Instrument 43-101 (see definitions below). Estimates of uranium reserves and resources were 
prepared by or under the supervision of the qualified persons identified at “Uranium Reserves and Resources.” Estimates of gold reserves and resources were 
prepared by or under supervision of the qualified persons identified at “Gold Reserves and Resources.” The amount of reported resources does not include those 
amounts identified as reserves. 


Cameco reports its reserves and resources in accordance with National Instrument 43-101, as required by Canadian securities regulatory authorities. For 
United States reporting purposes, Industry Guide 7 under the Securities Exchange Act of 1934 (as interpreted by the staff of the US Securities and Exchange 
Commission) applies different standards in order to classify mineralization as a reserve. Accordingly, for US reporting purposes, as at December 31, 2004, the 
mineralization at the Ruth uranium in situ leach project in Wyoming is classified as mineralized material. In addition, for US reporting purposes, all mineral 
resources must be considered as mineralized material. 


For the purpose of estimating uranium reserves in accordance with National Instrument 43-101 of the Canadian securities regulatory authorities, a uranium 
price of $21.80 (US) was used. For the purpose of estimating reserves in accordance with United States Securities and Exchange Commission’s Industry Guide 7 
for US reporting purposes, a uranium price of $13.40 (US) was used. Estimated uranium reserves are the same using either uranium price, except for the Ruth 
uranium in situ leach project in Wyoming which, for US reporting purposes, is classified as mineralized material. 


For the purpose of estimating gold reserves in accordance with National Instrument 43-101 of the Canadian securities regulatory authorities, reserves were 
calculated with a cut-off grade based on a gold price of $375 (US) per ounce. For the purpose of estimating gold reserves in accordance with United States 
Securities and Exchange Commission’s Industry Guide 7 for US reporting purposes, reserves were calculated with a cut-off grade based on a gold price of 
$350 (US) per ounce. At the lower gold price, on a 100% basis, Kumtor reserves decrease by 1,772,000 tonnes of ore (4%) and 109,000 ounces of contained 
gold (3%) and Boroo reserves decrease by 530,000 tonnes of ore (4%) and 17,400 ounces of contained gold (1%). 


Mineral resources are not mineral reserves and do not have demonstrated economic viability, but do have reasonable prospects for economic extraction. 
Measured and indicated mineral resources are sufficiently well defined to allow geological and grade continuity to be reasonably assumed and permit the 
application of technical and economic parameters in assessing the economic viability of the resources. Inferred resources are estimated on limited information 
not sufficient to verify geological and grade continuity or to allow technical and economic parameters to be applied. Inferred resources are too speculative 
geologically to have economic considerations applied to enable them to be categorized as mineral reserves and there is no certainty that mineral resources will 
be upgraded to mineral reserves through continued exploration. 


Although the company has carefully prepared and verified the mineral reserve figures presented in this annual report, such figures are estimates, which are, in 
part, based on forward-looking information, and no assurance can be given that the indicated levels of uranium and gold will be produced. See “Risk Factors” 
and “Disclosure Regarding Forward-Looking Information” in Cameco’s annual information form available at cameco.com. 


Definitions 


A mineral reserve is the economically mineable part of a measured or indicated mineral resource demonstrated by at least a preliminary feasibility study. This 
study must include adequate information on mining, processing, metallurgical, economic and other relevant factors that demonstrate, at the time of reporting, 
that economic extraction can be justified. A mineral reserve includes diluting materials and allowances for losses that may occur when the material is mined. 
Mineral reserves are subdivided in order of increasing confidence into probable mineral reserves and proven mineral reserves. 


A probable mineral reserve is the economically mineable part of an indicated and, in some circumstances, a measured mineral resource demonstrated by at least 
a preliminary feasibility study. This study must include adequate information on mining, processing, metallurgical, economic and other relevant factors that 
demonstrate, at the time of reporting, that economic extraction can be justified. 


A proven mineral reserve is the economically mineable part of a measured mineral resource demonstrated by at least a preliminary feasibility study. This study 
must include adequate information on mining, processing, metallurgical, economic and other relevant factors that demonstrate, at the time of reporting, that 
economic extraction can be justified. 


A mineral resource is a concentration or occurrence of natural, solid, inorganic or fossilized organic material in or on the earth’s crust in such form and quantity 
and of such a grade or quality that it has reasonable prospects for economic extraction. The location, quantity, grade, geological characteristics and continuity 
of a mineral resource are known, estimated or interpreted from specific geological evidence and knowledge. Mineral resources are subdivided, in order of 
increasing geological confidence, into inferred, indicated and measured categories. 


An inferred mineral resource is that part of a mineral resource for which quantity and grade or quality can be estimated on the basis of geological evidence and 
limited sampling and reasonably assumed, but not verified, geological and grade continuity. The estimate is based on limited information and sampling gathered 
through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes. 


An indicated mineral resource is that part of a mineral resource for which quantity, grade or quality, densities, shape and physical characteristics can be estimated 
with a level of confidence sufficient to allow the appropriate application of technical and economic parameters, to support mine planning and evaluation of 

the economic viability of the deposit. The estimate is based on detailed and reliable exploration and testing information gathered through appropriate 
techniques from locations such as outcrops, trenches, pits, workings and drill holes that are spaced closely enough for geological and grade continuity to 

be reasonably assumed. 


A measured mineral resource is that part of a mineral resource for which quantity, grade or quality, densities, shape, physical characteristics are so well 
established that they can be estimated with confidence sufficient to allow the appropriate application of technical and economic parameters, to support 
production planning and evaluation of the economic viability of the deposit. The estimate is based on detailed and reliable exploration, sampling and testing 
information gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes that are spaced closely enough 
to confirm both geological and grade continuity. 
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Uranium Reserves and Resources 


The disclosure in this annual report of scientific and technical information regarding Cameco’s uranium properties, including reserve and 
resource estimates and the description of the geology, were prepared by or under the supervision of the following qualified persons: 


Qualified Persons Properties 


Alain Gaston Mainville, Geologist and Professional Geoscientist, 
who is Manager, Mining Resources and Methods at Cameco. 


McArthur River, Rabbit Lake, Key Lake, 
Dawn Lake, and Millennium 


Raymond Jean-Francois Chauvet, Geological Engineer and 
Professional Geoscientist, who was Director, Mining Resources 
and Methods at Cameco. 


Cigar Lake and Inkai 


Crow Butte, Gas Hills-Peach, Highland, 
North Butte/Brown Ranch, Northwest Unit, 
Reynolds Ranch, Ruby Ranch, Ruth, 

Shirley Basin and Smith Ranch. 


Steve Lunsford, Registered Professional Geologist Wyoming, 
who is Chief Geologist at Power Resources, Inc. 


The qualified persons as a group, beneficially own, directly or indirectly, less than 1% of the issued and outstanding common shares of Cameco. 


Canadian Securities Administrators’ National Instrument 43-101 requires mining companies to disclose reserves and resources using the subcategories of proven 
reserves, probable reserves, measured resources, indicated resources and inferred resources. Cameco reports reserves and resources separately. (See “Note 
Regarding Reserves and Resources”) 


Commencing December 31, 2004, Cameco reports all its mineral reserves as quantity of contained ore supporting the mining plans. Generally, this approach has 
always been used to estimate and report the uranium reserves for Cameco’s Canadian properties. In contrast, the reserve estimates for Cameco’s US and Inkai 
ISL properties were reported as the recoverable uranium after giving effect to the expected leaching and processing loss. As part of this standardized approach to 
reserve reporting, Cameco is now disclosing in its reserves table its estimate of the metallurgical recovery for each of its properties. Metallurgical recovery is a 
term used in the mining industry to indicate the proportion of valuable material physically recovered by the metallurgical extraction process. The estimated 
recoverable amount of a commodity is obtained by multiplying the reserves “Content” by the “Estimated Metallurgical Recovery Percentage.” 


Uranium Reserves 


The following table shows the estimated uranium reserves as at December 31, 2004 on a property basis and Cameco’s share. 


RESERVES1/5 PROVEN PROBABLE TOTAL RESERVES 
(100% basis) (100% basis) (100% basis) 
Cameco’s Estimated - 
Grade Content : Grade : Content Grade Content Share Metallurgical: Mining 


Tonnes %U30, Ibs U30, Tonnes %U30, Ibs U;0, Tonnes %U303 IbsU30g, IbsU30g3 Recovery % Method? 


PROPERTY (tonnes in thousands; pounds in millions) 
497.0 20167) 2263 


5.2 19.06 2315 115.8 99 UG 


Cigar Lake 
Crow Butt 
G 
Highland 
In 
McArthur River 570.3. 26.56. 
North Butte/ 
Rabbit Lake 306.4 


Ruby Ranch ieee 21324) | 0.1 Pee oe) re 
Ruth. ee eee 82 AD... Aen Ge ONe MeO Meo 80. 5 | ISL 
Smith Ranch 407.1 0.10 0.9 4,511.3 11.1 4,918.4 0.11 12.0 12.0 80 

Total4 25,966.1 1.07 614.3 80,409.5 0.13 | 227.5 106,375.6 0.36 841.8 553.4 

Notes: 


1 Cameco reports reserves and resources separately. 

2 Mining Method: OP - Open Pit; UG - Underground; ISL — In situ leaching. 

3 For United States reporting purposes, Industry Guide 7 under the Securities and Exchange Act of 1934, as interpreted by the staff of the US Securities and Exchange 
Commission, applies different standards to classify mineralization as a reserve. Accordingly, for US reporting purposes as of December 31, 2004, the mineralization at the Ruth 
uranium in situ leach project in Wyoming is classified as mineralized material. 


4 Totals may not add, due to rounding. 

5 For the purpose of estimating reserves in accordance with National Instrument 43-101, a uranium price of $21.80 (US) was used. For the purpose of estimating reserves in 
accordance with US Securities Commission Industry Guide 7 for US reporting purposes, a uranium price of $13.40 (US) was used. Estimated uranium reserves are the same 
using either uranium price except for the Ruth uranium in situ leach project in Wyoming which is classified for US reporting purposes as mineralized material. 


In addition to the above reserves, Cameco has contractual committed supplies, including supplies under the HEU Commercial Agreement, of approximately 
71 million pounds of uranium from January 1, 2005 until the end of 2013. 


Uranium Measured and Indicated Resources 
Cautionary Note to US Investors concerning estimates of Measured and Indicated Resources: 


This section uses the terms “measured resources” and “indicated resources.” United States investors are advised that while those terms are recognized and 
required by Canadian securities regulatory authorities, the United States Securities and Exchange Commission does not recognize them. Investors are cautioned 
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not to assume that any part or all of the mineral deposit in these categories will ever be converted into proven or probable reserves. 


The following table shows the estimated uranium measured and indicated resources as at December 31, 2004 on a property basis and 
Cameco’s share. 


RESOURCES! MEASURED AND 
MEASURED INDICATED ; INDICATED 
(100% basis) (100% basis) (100% basis) 
Cameco's 
Grade Content : Grade = Content Grade Content Share Mining 


Tonnes % U30g Ibs U0, Tonnes . %U30g Ibs U;0g Tonnes % UzOg IbsU30, Ibs U30g Method? 
PROPERTY (tonnes in thousands; pounds in millions) 


Crow Butte en oe eee |, 185.8 
Dawn Lake - = = 347.0 


North Butte/ 
Brown Ranch 


Rabbit Lake... i) es oe 
Reynolds Ranch 1,309.8 0.09 


Ruth 


Sh 

Smith Ranch 30.8 0.20 0.1 2,381.4  : 0.09 =: 5.0 2,412.2 0.10 Sul ISL 
Total? 5,026.0 0.18 20.3 22,041.11: 0.21 » 99.8 27,067.1 0.20 120.1 88.0 

Notes: 


1 Cameco reports reserves and resources separately. The amount of reported resources does not include those amounts identified as reserves. 
2 Mining Method: OP — Open Pit; UG — Underground; ISL — In situ leaching. 
3 Totals may not add, due to rounding. 


Uranium Inferred Resources 
Cautionary Note to US Investors concerning estimates of Inferred Resources: 


This section uses the term “inferred resources.” United States investors are advised that while this term is recognized and required by Canadian securities 
regulatory authorities, the United States Securities and Exchange Commission does not recognize it. “Inferred resources” have a great amount of uncertainty as 
to their existence and great amount of uncertainty as to their economic and legal feasibility. It cannot be assumed that all or any part of an inferred resource will 
ever be upgraded to a higher category. Under Canadian securities regulations, estimates of inferred resources may not form the basis of feasibility or 
prefeasibility studies. Investors are cautioned not to assume that part or all of an inferred resource exists or is economically or legally mineable. 


The following table shows the estimated uranium inferred resources as at December 31, 2004 on a property basis and Cameco’s share. 


INFERRED RESOURCES! 
(100% basis) 
Cameco’s 
Grade Content Share Mining 
Tonnes % U30, Ibs U30g Ibs U30z Method? 
PROPERTY (tonnes in thousands; pounds in millions) 
CIA AE it te ee, UG 
Crow Butte 1,627.4 0.20 7.0 70 
Highband 
1 Sao eae ee we 253,918.0 
McArthur River 
Millennium 


North Butte/Brown R 
Northwest Unit... 
Reynolds Ranch 
Shirley Basin nn 


Smith Ranch 644.2 0.07 1.0 1.0 
Total? 265,203.4 0.09 52705 320.2 
Notes: 


1 Cameco reports reserves and resources separately. The amount of reported resources does not include those amounts identified as reserves. 
2 Mining Method: OP - Open Pit; UG - Underground; ISL - In situ leaching. 
3 Totals may not add, due to rounding. 
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Uranium Reserves Reconciliation 


The following reconciliation of Cameco’s share of uranium reserves reflects the changes in reserves during 2004. The 2004 additions and deletions result from 
additional information provided by mining and milling, analysis of drilling results, and reclassification. 


A reassessment of the mining and economic parameters used to estimate reserves at some ISL properties in Wyoming has resulted in the loss of 13.5 million 
pounds of reserves and the reclassification of some proven reserves to the probable category. At Crow Butte, development drilling resulted in an increase of 

1.8 million pounds of reserves. Due to the change in reporting format for the ISL properties as disclosed above the uranium reserves table, in-place reserves 
contain nearly 29 million pounds more than previously reported as recoverable reserves. At Rabbit Lake, underground drilling has delineated additional reserves 
of 7.4 million pounds U30,. 


RECONCILIATION OF CAMECO’S SHARE OF URANIUM RESERVES 
(in thousands of pounds U30,) 
2004 2004 
December 31, 2003. Throughput! Addition (Deletion) December 31, 2004 
Reserves — Proven 


Cian eke ee. 113222 
Crow Butte 4,528 (826) 4,092 2 7,794 


soll 162).. 
4242 2 


smn 233087. 
8,096 


SO ReNC ee... 2 896... 
Total Proven Reserves 412,615 (20,078) (6,479) 386,058 
Reserves — Probable 
Sn ru OE nem OVS, 
Gas Hills - Peach 6,070 = 15,986 2 22,056 


Hi 


Eeeiske WA RANCH 2 : perce oa 
Smite Ranch oy J MS CO cen ee Oo 11057 oe 
Total Probable Reserves 137,714 (500) 30,149 167,363 
Total Reserves 550,329 (20,578) 23,670 553,421 
Notes: 


1 Corresponds to millfeed. The discrepancy between the 2004 millfeed and Cameco's share of 2004 pounds U;0z produced is due to mill recovery, mill inventory 
and the processing of low-grade material. 

2 Changes in reserves or resources, as applicable, include reassessment of geological data, results of information provided by mining and milling, and subsequent 
reclassification of reserves or resources, as applicable. 

3 For United States reporting purposes, Industry Guide 7 under the Securities and Exchange Act of 1934, as interpreted by the staff of the US Securities and Exchange 
Commission, applies different standards to classify mineralization as a reserve. Accordingly, for United States reporting purposes, the uranium mineralization at the Ruth 
in situ leach project in Wyoming is classified as mineralized material. 


Uranium Resources Reconciliation 


The following reconciliation of Cameco’s share of uranium resources reflects the changes in resources during 2004. The 2004 additions and deletions result from 
additional information provided by mining and milling, analysis of drilling results, and reclassification. 


The major change in resources during 2004 is the reclassification of 73.7 million pounds U;Qg of indicated resources to inferred resources at McArthur River to 
reflect a lower confidence on the geometry and grade of the mineralization encountered by widely spaced historical surface drilling. Successful drilling at the 
Millennium project has identified indicated resources of 14.5 million pounds U;Og and inferred resources of 6.6 million pounds U;Og. The reassessment of the 
mining and economic parameters used to define reserves at some ISL properties in Wyoming has resulted in the loss of 3.4 million pounds of resources. Drilling 
at Crow Butte has successfully converted 1.1 million pounds of inferred resources into the reserves category. 
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RECONCILIATION OF CAMECO’S SHARE OF URANIUM RESOURCES 
(in thousands of pounds U3Og) 


2004 2004 
December 31, 2003 Throughput! Addition (Deletion) December 31, 2004 
Resources — Measured : 
ee 5: 


Highland 2212 = (549) 2 1,663 


Re I i OT inn 
Ruby Ranch 862 = = 862 


Smith Ranch 1,264 = (1,126) 2 138 
Total Measured Resources 18,837 - (1,675) 17,162 


Resources — Indicated 
Crow Butte 


McArthur River 78,811 - (73,675) 2 5,136 


North Butte/Brown Ranch | 662% = = e788 
Northwest Unit 2,361 = = 2,361 


Reynolds Ranch 


Shy bey Ba SU scence ccc crac ioe ca OSS 
Smith Ranch 133 - 4818 2 4,951 


Total Indicated Resources 127,394 - (56,601) 70,793 


Total Measured & Indicated 146,231 - (58,276) 87,955 


Resources — Inferred 
Crow Butte 


73,675 


North Butte/Brown Ranch 
Northwest Unit 


Smith Ranch 4,295 = (3,285) 2 1,010 


Total Inferred Resources 245,246 - 74,981 320,227 


Notes: 


1 Corresponds to millfeed. The discrepancy between the 2004 millfeed and Cameco's share of 2004 pounds U30g produced is due to mill recovery, mill inventory and 
the processing of low-grade material. 


2 Changes in reserves or resources, as applicable, include reassessment of geological data, results of information provided by mining and milling, and subsequent 
reclassification of reserves or resources, as applicable. 
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Gold Reserves and Resources 


Reserve and resource estimates, the scientific and technical information, and description of the geology relating to Centerra’s gold properties as presented in this 
annual report were reviewed by Alain Gaston Mainville, Geologist and Professional Geoscientist, who is Manager, Mining Resources and Methods at Cameco, 
and were prepared by or under the supervision of the following qualified persons: 


Qualified Persons 


Properties 


Kumtor 


Rob Chapman, Geologist and Professional Geoscientist, 


Vice-President, Exploration, Centerra. Boroo 
REN 
Richard E. Routledge, Professional Geologist, Roscoe Gatsuurt 


Postle Associates Inc. of Toronto. 


To the knowledge of Cameco, the qualified persons as a group, beneficially own, directly or indirectly, less than 1% of the issued and outstanding common 
shares of Cameco. 


Cameco’s gold reserves and resources are located in the Kyrgyz Republic, Mongolia and the United States of America. 


The following table shows the estimated gold reserves and resources as at December 31, 2004 on a property basis and Cameco’s share. Cameco’s share amounts 
to 52.7% of Centerra Gold’s share of the reserve and resources of the properties. The amount of reported resources does not include those amounts identified 
as reserves. 


Cautionary Note to US Investors concerning estimates of Measured and Indicated Resources: 


This section uses the terms “measured resources” and “indicated resources.” United States investors are advised that while those terms are recognized and 
required by Canadian securities regulatory authorities, the United States Securities and Exchange Commission does not recognize them. United States investors 
are cautioned not to assume that any part or all of the mineral deposit in these categories will ever be converted into proven and probable reserves. 


Cautionary Note to US Investors concerning estimates of Inferred Resources: 


This section uses the term “inferred resources.” United States investors are advised that while this term is recognized and required by Canadian securities 
regulatory authorities, the United States Securities and Exchange Commission does not recognize it. “Inferred resources” have a great amount of uncertainty as 
to their existence and as to their economic and legal feasibility. It cannot be assumed that all or any part of an inferred resource will ever be upgraded to a higher 
category. Under Canadian securities regulations, estimates of inferred resources may not form the basis of feasibility or prefeasibility studies. United States 
investors are cautioned not to assume that part or all of an inferred resource exists or is economically or legally mineable. 


PROVEN PROBABLE TOTAL RESERVES 
RESERVES? (100% interest) (100% interest) (100% interest) 
: : Cameco's Estimated. 
Tonnes Grade Content Tonnes . Grade | Content Tonnes Grade Content Share Metallurgical | Mining 
(thousands) g/t Au 1000 oz Au (thousands) g/t Au : 1000 oz Au (thousands) g/tAu 1000 0zAu 1000 0zAu Recovery % Method? 
PROPERTY i : : 
BOP OO cise OO Ute Oumar Oore...,.10,981 lO... on ee lee eee memos. 94%. 
Kumtor 20,087 335 2,099 10,902 1,150 30,989 5:3 3,249 1,712 82% 
Total 20,917 sh) 2,167 21,8830 eS 2 2,254 42,800 B52 4,421 2,298 
MEASURED AND 
MEASURED INDICATED INDICATED RESOURCES 
RESOURCES! (100% interest) (100% interest) (100% interest) 
i ; Cameco’s 
Tonnes Grade Content Tonnes Grade Content Tonnes Grade Content Share Mining 
(thousands) g/t Au 1000 oz Au (thousands g/t Au : 1000 oz Au (thousands) g/tAu 1000 oz Au 1000 oz Au Method? 
PROPERTY 
Boroo = 21999 siti 4 A oe oan on meee... OP 
G 8100 eee oe ed ae 
KUN Bie ee eee. 8,195 iT OO eee Soe een eee ee eco, OP/UG = 
REN = = ~ 1,873 791 1,873 EM 791 259 UG 
Total 9,395 33 997 20,763 4.2 2,792 30,158 3.9 3,789 1,833 
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INFERRED RESOURCES 


(100% interest) 
Cameco’s 
Tonnes Grade Content Share Mining 
(thousands) g/t Au 10000zAu 1000 oz Au Method? 

PROPERTY (tonnes and ounces in thousands) 
Le hl he WE Ne a hen 
Gatsuurt 1,540 3h 152 80 oP 
K 
REN 1,261 (27, 516 169 UG 
Total 15,992 4.5 2,309 1,109 
Notes: 


1 Cameco reports reserves and resources separately. The amount of reported resources does not include those amounts identified as reserves. 

2 Mining Method: OP - Open Pit; UG — Underground. 

3 For the purpose of estimating reserves in accordance with National Instrument 43-101 of the Canadian securities regulatory authorities, reserves were calculated with a cut-off 
grade based on a gold price of $375 (US) per ounce. For the purpose of estimating reserves in accordance with United States Securities and Exchange Commission's Industry - 
Guide 7 for US reporting purposes, reserves were calculated with a cut-off grade based on a gold price of $350 (US) per ounce. At the lower gold price, on a 100% basis, Kumtor 
reserves decrease by 1,772,000 tonnes of ore (4%) and 109, 000 ounces of contained gold (3%) and Boroo reserves decrease by 530,000 tonnes of ore (4%) and 17,400 ounces 
of contained gold (1%). 


Gold Reserves and Resources Reconciliation 


The following reconciliation of Cameco’s share of gold reserves and resources reflects the changes in gold reserves and resources during 2004. Part of the 2004 
additions and deletions at Kumtor and Boroo result from a change in gold price and from mining and milling and additional information provided by mining 
experience, drilling results analysis and reclassifications. All properties report changes in reserves and/or resources due to the share ownership modification 
following the closing of Centerra’s initial public offering. 


RECONCILIATION OF CAMECO’S SHARE OF GOLD RESERVES AND RESOURCES! 
(in ounces) 


2004 2004 
December 31, 2003 Throughput2 Addition (Deletion) December 31, 2004 
Reserves — Proven 
B 


Kumtor 677,000 (422,000) 851,000 1,106,000 
Total Proven Reserves 677,000 (557,000) 1,020,000 1,140,000 
Reserves — Probable 
BOLO cin OO isi an: 222000 
Total Probable Reserves 871,000 - 287,000 1,158,000 
Total Reserves 1,548,000 (557,000) 1,307,000 2,298,000 
Resources — Measured 
Kumtor 207,000 - 318,000 3.4 525,000 
Total Measured Resources 207,000 - 318,000 525,000 
Resources -— Indicated 
BOlOO Mn: 122,000 - (25,000) 3.4 97,000 
GATS UN rae Sts Leet ; 
Total Indicated Resources 470,000 - 838,000 1,308,000 
Total Measured and 

Indicated Resources 677,000 - 1,156,000 1,833,000 


Resources -— Inferred 


BO(OORs amr cat Tee 

Gets UOTE a ccccecte anc I a ON ee 
ACL ee nee Cet N etn ee ee CUD Ems 
REN - - 169,000 3.4 169,000 
Total Inferred Resources 241,000 - 868,000 1,109,000 


1 Cameco reports reserves and resources separately. The amount of reported resources does not include those amounts identified as reserves. 


2 Corresponds to millfeed. The discrepancy between the 2004 millfeed and Cameco’s share of 2004 ounces produced is due to mill recovery and the processing 
of low-grade material. 


3 Change in reserves or resources, as applicable, includes reassessment of geological data, results of information provided by mining and milling, subsequent 
reclassification of reserves or resources, and increase in gold price. 


4 Change in per cent ownership. 
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Glossary 


Baseload 

The minimum amount of electric 
power delivered or required over a given 
period of time at a steady rate. 


Candu 

Canada, Deuterium, Uranium. 
Canadian designed and built pressure- 
tube nuclear reactor which uses natural 
uranium as fuel and heavy water 
(deuterium oxide) as the moderator. 


Capacity Factor 

The ratio of the electricity generated 
by a power plant compared to the 
electricity that could have been 
produced during a specific period if 
the plant had operated continuously 
at full power. 


Contango 

The positive difference between the spot 
market gold price and the forward 
market gold price. It is normally 
expressed as a per-annum interest rate 
and is the difference between London 
Inter Bank Offer Rates (LIBOR) and the 
lease rate charged by institutions that 
lend gold. 


Conversion 

The chemical process that changes 
U3Og to UF, in preparation 

for enrichment. 


Conversion Factors 

Weights and measures are indicated in 
the unit most commonly used in 
specific areas of the industry. These are 
noted with * and conversion factors are 
provided below. 


Take This: DoThis To Obtain This 
t xe) = |) 

a x 0.90 Si 

*oz/T x 34.28 =g/t 

*lb U308 + 2599.8 =tU 

tU x 2599.8 =Ilb U30g 
*YU2O,. = 1.18 =19) U) 


Electricity Measurements 
1kW x 1000 = 1MW x 1000 = 
1GW x 1000 = 1TW 


Kilowatt (kW): kilowatt-hour (kWh) 

A kilowatt is a unit of power 
representing the rate at which energy is 
used or produced. One kilowatt-hour is 


a unit of energy, and represents one 
hour of electricity consumption at a 
constant rate of 1kW. 


Megawatt (MW): megawatt-hour 
(MWh) 

A megawatt equals 1000 kW. One 
megawatt-hour represents one hour of 
electricity consumption at a constant 
rate of IMW. 


Gigawatt (GW): gigawatt-hour (GWh) 
A gigawatt equals 1000 MW. One 
gigawatt-hour represents one hour of 
electricity consumed at a constant rate 
of 1GW. 


Terawatt (TW): terawatt-hour (TWh) 
One terawatt equals 1000 GW. One 
terawatt-hour represents one hour of 
electricity consumption at a constant 
rate of 1TW. 


Enriched Uranium 

Uranium in which the content of the 
isotope uranium-235 has been increased 
above its natural value of 0.7% by 
weight. Typical low-enriched uranium 
for commercial power reactors is 
enriched in uranium-235 to the range 
of 3% to 5%. In highly enriched 
uranium, the uranium-235 has been 
increased to 20% or more. 


In Situ Leaching 

A process involving pumping a solution 
down an injection well where it flows 
through the deposit, dissolving 
uranium. The uranium-bearing 
solution is pumped to surface where the 
uranium is recovered from the solution. 


Light Water Reactor 

A thermal reactor using ordinary water 
both as a moderator and as a coolant 
with enriched uranium as fuel. 


Ounce (0z) 
All ounces in this report are 
troy ounces. 


Outage 
A temporary suspension of electricity 
generation at a power plant. 


Radiation 

Radiation occurs naturally. It is a type 
of energy that travels through space in 
the form of waves, or particles, which 


give up all or part of their energy on 
contact with matter. Radiation can take 
the form of alpha or beta particles, 
X-rays or gamma rays, or neutrons. 


Spot Market Price 

Price for product sold or purchased in 
the spot market rather than under a 
long-term contract. 


for electricity 
The buying and selling of electricity for 
immediate delivery. 


for U30g and UF¢ conversion services 
The buying and selling of uranium 
products for delivery within one year. 


t 
Tonne (metric ton) 


T 
Ton (short ton) 


UO, 

Uranium dioxide. Converted from 
UO3 at Cameco’s Port Hope plant, 
then compressed to pellets and sintered 
by fuel fabricators to make fuel for 
Candu reactors. 


UO3 

Uranium trioxide. An intermediate 
product produced at Cameco’s Blind 
River refinery and used as feed to 
produce UO) and UF¢ at Cameco’s Port 
Hope conversion plants. 


U308 

Triuranium octoxide. At Cameco 
operations, it is in the form of 
concentrate, often called yellowcake. 


UFe 

Uranium hexafluoride. Converted from 
UO3 at Cameco’s Port Hope plant. 
Following enrichment, UF¢ is converted 
to enriched UO) suitable for fabrication 
into fuel for light-water reactors. 


Western World Uranium Market 
Western world includes Argentina, 
Australia, Belgium, Brazil, Canada, 
Czech Republic, Finland, France, 
Gabon, Germany, Hungary, India, 
Indonesia, Japan, Lithuania, Mexico, 
Namibia, Netherlands, Niger, Pakistan, 
Philippines, Portugal, Romania, 
Slovakia, Slovenia, South Africa, South 
Korea, Spain, Sweden, Switzerland, 
Taiwan, Thailand, Turkey, United 
Kingdom and the United States. 
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Zaleschuk "27° 


Calgary, Alberta 

Chair 

President and CEO 
of Nexen, a large 
Calgary-based oil and 
gas company, from 
1997 to 2001. 


lahn C Aict 2,3,4 
Jonn 5. Auston 


West Vancouver, 
British Columbia 


President and CEO of 
Ashton Mining of 
Canada from 1996 to 
2000 and President 
and CEO of Granges, 
another mining firm, 
from 1993 to 1995. 


Joe F. Colvin 7*° 


Kiawah Island, 

South Carolina, USA 
President Emeritus 
(President and CEO from 
1996 to 2005) of the 
Nuclear Energy Institute 
in Washington, D.C. 


Oyvind Hushovd '**" 
Oakville, Ontario 
Chairman and CEO 

of Gabriel Resources, 
Chairman and CEO 

of Falconbridge Limited 
from 1996 to 2002. 


Gerald W. Grandey ” Nancy E. Hopkins | 
Saskatoon, Saskatoon, 
Saskatchewan Saskatchewan 
President and CEO Partner in the 
of Cameco. Saskatchewan law firm 
of McDougall Gauley 
since 1984. 
Committees: ' Audit * Strategic Planning * Reserves Oversight * Nominating, Corporate Governance and Risk 


5 6 : 
Human Resources and Compensation ~ Safety, Health and Environmental 


* On December 9, 2004, Oyvind Hushovd was appointed to the reserves oversight committee and stepped down from the safety 


health and environmental committee. 


Late in 2004, Cameco’s board elevated the strategic planning 
reserves subcommittee to a full board committee due to the 
importance of reserves to the value of the company and 
renamed it the reserves oversight committee. In January 2005, 
the board also strengthened oversight of strategic planning by 
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adding two additional meetings of the entire board to address 
strategic issues, in addition to the regular meeting at which 
the board discusses the strategic plan, and eliminated the 


strategic planning committee. 


Learn more about Cameco’s governance 


See our management proxy circular for more information on 


Cameco’s governance practices and how the company 
complies with the 14 Toronto Stock Exchange governance 
guidelines. The circular is available as a hard copy or 


electronically from the governance section of our Web site 
(cameco.com). This section contains detailed information on 
Cameco’s governance including disclosure of any significant 
differences between Cameco’s corporate disclosure practices 
and those applicable to US issuers listed on the New York 
Stock Exchange. 
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Harry D. Cook ° 
La Ronge, Saskatchewan 


Chief of the Lac La 
Ronge Indian Band 

in Saskatchewan and 
President of the Kitsaki 
Management Limited 
Partnership from 1987, 


retiring March 31, 2005. 


Dr. J.W. George 
Ivany '*° 


Kelowna, 
British Columbia 


President and 
Vice-Chancellor 

of the University 

of Saskatchewan from 
1989 to 1999. 


James R. Curtiss *° 


Brookeville, 
Maryland, USA 


Partner in the 
Washington, D.C. 

law firm of Winston 

& Strawn and a 
Commissioner on the 
U.S. Nuclear Regulatory 
Commission from 1988 
to 1993. 


A. Neil McMillan '**° 


Saskatoon, 
Saskatchewan 


President of Claude 
Resources, a mining 
firm based in 
Saskatchewan, since 
1996. 


George S. 


Dembroski **° 


Toronto, Ontario 


Vice-Chairman 

and a director of RBC 
Dominion Securities, 

an investment dealer, 

from 1981 to 1998. 


Robert W. 
Peterson ''*° 


Regina, Saskatchewan 


President and COO 

of Denro Holdings, 

a Saskatchewan-based 
property development 
and financial 
management company, 
since 1994. 


Gerald W. Grandey 


President and Chief 
Executive Officer 


O. Kim Goheen 
Senior Vice-President 


and Chief Financial 
Officer 


we vt 


George B. Assie 


Senior Vice-President, 
Marketing and Business 
Development 


Gary M.S. Chad 


Senior Vice-President, 
Governance, Legal and 
Regulatory Affairs, and 
Corporate Secretary 


Terry V. Rogers 


Senior Vice-President 
and Chief Operating 
Officer 


Rita M. Mirwald 


Senior Vice-President, 
Corporate Services 
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Five-Year Financial Summary 


(Dollars are expressed in $ Canadian millions except prices and per share amounts.) 


2004 2003 2002 2001 2000 


Commodity Market Prices (annual average) 


Uranium (spot price in $SUS/b 30g) oo Pn B60 $1154 8 986 98 877 8 8.21 
Conversion (spot price in $US/kgU) 7.91 5.07 5.09 481 250 


Gold (market price in $US/oz) 409.17 363.64 309.80 270.94 279.08 


Operations 
Revenue 


Capital expenditures 148.3 166.8 97.9 60.9 99.9 


Financial Position 
Total assets 


Shareholders’ equity 1,894.9 
Financial Ratios 
Current ratio (current assets/current liabilities) 00 2.951 0 3.30 BT 8 
Return on common shareholders’ equity 14% 12% ; 3% 
Ree ee 
Cash from operations/total net debt 69% 48% 66% 20% 50% 


Common Share Data ($ per share)? 
Adjusted net earnings Sa 08 S075 Sy. 2028 S (034) Smee 
Basic net earings (lOSs) i snnnnnnnnn 
Dividends cin, 
Book value 


Ts: 


-— annual volume (millions) 245.02 159.30 144.00 137.10 105.90 
Shares outstanding (millions) 
_.Weighted average ee 84673 106.2 ee 
Year end 173.0 ~ 170.3 168.0 167.0 166.5 


Production (eammecos oper! 


Employees (including subsidiaries) 1,636° 3,716 S205 2,948 2,924 


1 Attributable to common shares. 

2 Adjusted net earnings before interest, taxes, depreciation and amortization. 

3 Per share amounts reflect the three-for-one share split on December 31, 2004. 
4 For the period May 12, 2001 to December 31, 2001. 

>The year 2004 excludes Centerra employees. - 
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Investor Information 


Share Performance* 
(TSX $/share) 


Cameco's shares increased 68% in 2004 on top of the 99% increase 

recorded in 2003. The S&P/TSX Diversified Metals and Mining Index 

increased by 16% during 2004 and the S&P/TSX 60 of which Cameco 
is amember, increased by 12%. 


50 


25 


Om 2S 9458 95968970 98n OO 00 Oil O25 0304 


Monthly Share Price* 


(TSX $/share) 
Cameco’s shares traded between $19.08 and $42.26 during 2004. 


Monthly Share Volume (TSX)* 


(millions of shares) 

In 2004, 245 million Cameco shares traded on the TSX compared 

to 159 million in 2003. On the NYSE, 94 million Cameco shares traded 
compared to 25 million during 2003. 


December 31, 2004* 


Shares outstanding 173 million 
Market capitalization $7.3 billion 


*Data has been adjusted to reflect a three-for-one stock split on December 31, 2004. 


Common Shares 


Toronto (CCO) 
New York (CC]J) 


Convertible Debentures 
Toronto (CCO.DB) 


Transfer Agents 


For information on common share holdings, 
dividend cheques, lost share certificates and 
address changes, contact: 


CIBC Mellon Trust Company 
320 Bay Street, P.O. Box 1 
Toronto, Ontario M5H 4A6 
North America phone toll free: 
800-387-0825 or 416-643-5500 
cibcmellon.com 


Annual Meeting 


The annual meeting of shareholders of 
Cameco Corporation is scheduled to be 
held on Thursday, May 5, 2005, at 1:30 p.m. 
at Cameco’s head office in Saskatoon, 
Saskatchewan. 


Dividend Policy 


The board of directors has established a policy 
of paying quarterly dividends of $0.06 ($0.24 
per year) per common share. This policy will 
be reviewed from time to time in light of the 
company’s cash flow, earnings, financial 
position and other relevant factors. 


Inquiries 

Cameco Corporation 

2121-11th Street West 

Saskatoon, Saskatchewan S7M 1J3 
Phone: 306-956-6200 

Fax: 306-956-6201 


cameco.com 
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Cameco 


NUCLEAR. The Clean Air Energy. 


